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PREFACE 


With the War clouds firathering all around us I feel a consider- 
able diffidence m placmpr a book liLo this in the hands of the public 
E\en in times of peace the subject-matter of this book T-ould 
perhaps have evoked no more enthusiasm than a little hftinc of the 
eyebrow lu mild interest With the trumpet of the War caUmf* 
humanity to fresh saonfices at the altar ot the lust for poweri a 
demand for the reconstruction of a country like India is perhaps 
doomed to float aimlessly about like a cry in the MilJemcss 

As an extenuation I might perhaps point to the fact that this 
work had been taken in hand uheo there was no immediate threat of 
a War but that is hardly necessary In fact as the War dissolves 
old obaeasious and prejudices it creates new fellowships and renews 
our faith in the ultimate ideals of humanity in this background 
efforts at social and economic reconstniction denve a special strength 
and ju'itification That a fifth of the worlds population which is 
compnsed within our vast sub continent «honld stand perpetually on 
the poverty line should have '^eemed incredible by it«el£ if it had not 
been euob a stubborn fact of our daily csistence The point of wonder 
IS that the effort to end this state of things should be thought to 
require a justification at any time If at all. the revaluation of the 
world's civilization that the War must involve has made a study of 
the Indian problem all the more urgent In fact, the subject has 
ceased to he merely academic I therefore, make no apology forpro- 
claming my faith in the ultimate destmyof India to the reconstruction 
of which this book professes to contribute an humble effort 

Plan iuiig.as I see it is a call for co-operation and thus it provides 
a platfo rm for the evolution of a better type of nation hood Ikis a 
call for the mobilization of the nation's Energies, irresoect ivo of 
political affiliations jiarty aligume^s In this endeavour, the 
TriflianTiational Congress has already taken a lead which shows 
that the question has a tremendous practical beanng today The 
Congress Plan may, however, be greatly improved as I hope it will 
be improved when the Plan is folly matured This work is a modest 
attempt to indicate and explain the implications of a full fledged 
Economic Plan for India 

I must, however, confess that in wntmg this book I have 
suffered from a double set of limitations In the first place 



my owQ incompetence has set obvious hmits to my efforts for Tvliich 
I crave the indulgence of those who know better Secondly, smco 
volumes could be written on each of the different aspects of an 
Economic Plan for India I could devote no more than a perfunctory 
*^ttention to some of the topics dealt with in the book All that I claim 
IS that I have attempted to show the mam lineaments of the picture 
with a brief elucidation of the motif m each case It is for my readers 
to 'say how far I have succeeded I had intended to add a chapter on 
the Congress Economic Plan but as the Plan is not yet ready, I had 
to drop the idea as any discussion ot the same would have been pre- 
mature I shall be quite satisfied if a study of this book results in a 
fuller appreciation of the background that must control our efforts at 
planning and help us to realize the ideal that the nation has set for 
itself 

Finally I have the pleasant duty of recording my appreciation 
of all the help and suggestions that I have received from 
different sources m the preparation of this work To Dr J P Niyogi, 
M A., Ph D , Minto Professor of Economics, Calcutta University, 
for his sympathy and interest , to Fnncipal Panchanan Smha, M A , 
of the Asutosh College, Calcutta, for his consistent encouragement in 
my work , to my friend and colleague Dr Dhirendranath Sen M A , 
Ph D , Editor Hindusthan Standard and Lecturer, Calcutta University, 
for his help, to my pupil, Mr Snbimal Chandra Mukherjee, M A , 
Research Scholar in the Department of Economics, Calcutta 
University, for prepanng the Index to this book , to Mr Kanai Lai 
Gupta for correcting the final proofs . and to numerous friends and 
colleagues for useful suggestions and cnticisms while the work had 
been in progress— I offer my sincere and grateful thanks and hop© 
that they will accept this small acknowledgment I may also mention 
that Chapter II of this book is based upon a paper contributed by tho 
author to the Indian Economic Conference, 1934 

Last, but not the least, I have to thank Pandit Jawaharlal 
Nehru for the kind Foreward that he has contributed to this book 
That he has been able to do so m spite of his numerous pre-occupa- 
tions speaks of his great sympathy for the object with which this 
work has been undertaken 


The 1st October, 1939 


KEA.GENDRA N SEN 
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FOREWORD 

Bv PANDIT JAWAnABLAL NEHRU 
Chairman 2>atiQ lal Planning CommiUtc India 

subjects m India are of more vital importance 
than the economic reconstruction of the country on a 
planned basis Iha%clong been a believer in planned 
economy, and my past c'^penence mth the National 
Planning Committee has convinced mo all the more that 
anj progress or reconstruction of our economic or social 
lifo must be imdertaken on this planned basis I welcome 
therefore this book which deals with the vanous aspects 
of economic planmng I hesitate as a rule to associate 
mj self 'With books dealing with current problems, lest it 
might bo thought that I accept the argument or the 
objectives laid down m the book In this particular 
mstance I am suffenng under a further disability I have 
seen but not read any pait of the book so far I cannot 
therefore expicsa agieemont oi disagreement wnth its 
arguments or conclusions nor obv lously can I commit the 
National Plannmg Committee, of which I have the honour 
to be Chairman, to any suggestions oi pioposals put 
forward m this book 

I have however looked tluough the table of contents 
of this book and the incie enumeration of the chapter 
heads and sections has inteicsted and fascinated me 
Any attempt to deal with this vital .md vast subject m 
this comprehensive way is worthy of attention and 
encouragement "We are too apt to concentrate on separate 
issues and not attempt to see or imdcrstand the full 
picture of a nation’s activities And j et it is only this full 
picture that enables us to understand each component 
part of it It IS the busmess of the National Plannmg 



IX 

Committee to drai\ up this full picture m outline so that 
allofiis maj knon theioad uelia^e to travel and the 
objective m view Real planning mil then take place 
on this basis and the noble structure of a nation’s life and 
economy built up m proper proportion and symmetry 

Shii Khagendranath Sen’s book appears to give an 
outline plan of this national picture and something must 
be said m it m regard to most of the subjects that 
are commg up before us m the National Planning 
Committee I do not know, not having read the book, 
how far I am m agreement with his approach, but in so far 
as I can judge from the table of contents, the book is 
worthy of consideration from all tliose who are inteiestcd 
m plarmmg and the GconoiTuc leconstrnction of India It 
IS not very matenal whether we agicc or disagree \nth his 
arguments and conclusions I am sure that we can m any 
event profit by this comprehensive survey of an urgent 
present day problem 

Economic planning and reconstruction are necessary 
at any time, but in these days of war and impendmg 
collapse of the economic order to which we have been 
used, it becomes still more uigently necessary for us to 
give thought to this vital problem The day will soon 
come, if it 13 not already upon us, when we shall have 
to build hard and build extensively "We can only do so 
witb advantage if large numbers of people m our country 
ha\e given thought to this matter and w’e have drawn up 
m our mmds, as well as more concretely, blue-prmts of 
the India to morrow 


ALLAHABAD, 
Sept 19, 1939 
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PTilNCIPLES AND PROCEDURE 



CHAPTER I 

ECONOMIC PLANS AND PLANNING 


§ 1 

rsEMTUill-m OF rUNNfNG 

There are several reasons why a study of the principles of 
economic planning and their appheation to the different phases of 
India s economic life is opportune at the present moment Tho failure 
of the laisses fane system tho fight for self safficienej either indi- 
ndually or in groups among the States, the new theones of the 
State , the political and gponomic transformation of India , the 
growing complesit> of modern economic life— proMde the wide 
background against which efforts for future reconstruction must be 
brought into relief Planned reconstntction is no longer a utopian 
dream The effort already there in varying degrees, in Eu«sia, 
the United States of America Germany France even Britain , and, 
naturally enough its results have not always had the same measure 
of success m all countries That the effort is being made is perhaps 
more important than what success it has so far achieved 

In any enlightened State such an effort in the circnm'5tanees 
that confront it due to the failure of the old competitive system 
IS ^ clearly anevxtahle For the old devioa of trusting to the automatic 
working of economic freedom as the solvent of all temporary mal- 
adjustments IS no longer available to the Governxaents to the 
economic interests concerned or to the public Nor could a policj 
! of somehow muddlmg through and taking things as they come he 
counted upon lest we should he left behind m the race For though 
competition in the older sense has been given up competition in 
a more dangerous aspect has set in Tanff walls economic legisla- 
tion executive decrees and other impediments m the way of the 
free exchange of goods as the basis of economic prosperity have com- 
pelled nations to look inward and organize their resources to the best 
possible advaulage so as to make themselves not only independent 
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of one another as far as possible but to equip themselves with all 
the material requisites of well-being so necessary as a provision 
against war, actual or in pos^e 

§2 

f'" ^ PLAJrVlNO MUST BE COlIPnEnENSIN’E 
The economic life of a nation is an entity, an organic whole, 
in which agriculture, industry trade, commerce and transport play 
each their due part, in the background of the State A purely 
agncultural country is not a factor for economic stability any more 
than a purely manufacturing or industrial country is Trade feeds 
commerce and both move on the wheels of transport lubricated 
by finance, connecting the centres of production with the centres 
of demand That inter-relation between them which results in the 
maximum of social advantage at the minimum of cost is the relation 
which, it IS the business of rationalization to determine and bnng 
about Our economic theories and ideas need also to be revised 
As an instance, 1 might refer to the exaggerated emphasis which is 

placed on sefiunng_jtabilitj' of Jbe purch asing power That is 

‘tonceived of as the essenc e of planned money "It is no doubt true 
that a stable purchasing power of money is an essential basis of a 
normal economic system But we must not forget that a stable 
purchasing power of money may co-exist with elements of waste in 
industry, agriculture commerce and transport And it should be 
the busmens of economio planning not only to rational ize bank mg 
policy but also to enable it to work with the speediest and maximum 
effect on the economic sy&tem of the country In other words, a 
stable purchasing power cannot be regarded as the sine qua non of 
our economic life unless the latter itself were rationalized Of what 
good from the pomt of view of general welfare, is it to explain, 
for instance that the income of a femily of seven has remained 
stable if the family consists of two well-educated unemployed young 
men all the time ? This kind of stability is not desirable 

All this goes to prove that piecemeal planning without a co- 
ordinated plan embracing the interdependent parts of the economic 
machinery of the State as a whole would not be rational in the 
/• sense in which it ought to be rational On the other hand, piecemeal 
planning may create vested interests which might subsequently 
resist the adoption of a more comprehensive plan of rationalization 
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Besides, &nd at best, it -notild onlj postpone tbe stage ct which tho 
inherent forces of maladjiistment would be operative At any event. 
It would be imperfect because it would of necessity be based upon 
imperfect data If, for instance the eystem of transport is rationalised, 
the needs and requirements of each form of transport would 
presumallj bo adjusted to the needs and requirements of other 
forms of transport, but the problem would still remain of adjusting 
the sjstein of transport as a whole to the needs of agriculture, trade 
commerce and mdustrj* In the absence of a solution of the problem 
the whole question of transport rationalization would be based on 
insecure foundations This is, it must be noticed quite apart from the 
intimate relations that exist betw cen different scales of freight and the 
question of the economic development of the country As a matter 
of fact, to assume a certain \olume of traffic and to regulate transport 
accordingly may actually be a beginning at the wrong end Potential 
traffic 13 as much a consideration as pre*existuig traffic and may, in 
fact, be more valuable than the latter Fortunately, a well.managed 
transport system understands it, but the point which is raised here is 
that li a transport agency insists on charging rates that may prevent 
or retard the development of a new industry or a new area that is 
desirable from the interests of the country as n whole— and this is 
by no means a theoretical assumption — the ratiouaUzation^fJraj^port 
alone, or for the matter of that, of any part of the economic sj stem 
independently of the rest, vnll not conduce to the well-being of the 
country as a whole 

§ 3 

’ ' PLAXXn.G MOST BE ^ATrO'J4U, 

The first consideration being that a scheme of “planned eco- 
nomy” must not be confined to a single or a few specific industries, 
the second consideration that wo should urge is^thnt^the framework 
w ithin which the scheme of rationalization is to work must be the 
hati^ , for we are too far from internutioiialisui to predicate to it 
that unity of purpose and points of contact between the constituent 
elements which we can postulate of a nation under one Government 
Besides, it 13 a curious paradox of our life that we see nothing strange 
m the fact that wo do not apply to the foreigner the same standards 
of utility and prefereiicea as wo assume for the nationals of a country’ 
This difference between the two codes of conduct has been, we may 
remark incidentally, the parent of many, if not most, of the evils from 
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which the world is suffering to-daj hiational differences are real 
and the onl> kmd of internationalism that can succeed in the future 
having regard to the pnnciples of democracy and selMetermmation 
is that which will he based upon a true conception of healthy 
nationalism instead of being independent of or super imposed upon 
a narrow egoistic ideal Scl cities of reform economic political or 
humanitarian ha\e often foundered because of the omission from 
the calculations of reformers of the infinence of nationalism on such 
questions In economics particularly the clash of interests is very 
acute IVhenercr a financial or economic conference sits, we hear 
now and then of lobbying influences Not only m the manipulations 
of the stock exchanges but also in the regulation of currency and 
tariffs do the lobbying influences make themselves particularly 
evident Rationalization of the economic system through appropriate 
instruments is perhaps the only remedy against the predominance 
wluch the highly organised of the business interests in a country 
come to enjoy not only in such matters but oven in international 
economic parleys which are supposed to be conducted by the ablest 
representatives of the nation "When the sectional interests to be 
found m a country are allowed to fight their on n battle the result 
becomes only an extension of Rob Roy a principle — only the measure 
of might becomes •omethmg other than the strength of the muscle 
The national interest suffers which could he avoided only if all 
the interests were made subject to a common national economic 
policy 

All these considerations point to the neoes'uty if not the urgency 
of conserving all our available resources if not improving upon them 
and planning their most effective utilization Thanks to the 
pioneering efforts made in the countnes referred to above and a 
number of bnlhant and pain taking studies made of the subject, there 
need be no want of data or materials which would help us in 
suggesting if not determining the main outlines of a planned 
economic system for India 


TIXUSTEATIOS FBOM OTHEK tOUNTIUES — 

The published studies on the subject give us an idea not only 
of the problems to be faced but of the difficulties inherent m planning 
and of how the new world order IS trying to grapple wuth them 
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We ha\e the bnlh&nt Etudves of tLe general probleia b^ Sir Arthur 
Salter Mr H J La'^hi SirHenn SiracLo'-ch and Mr G D U Cole 
the bnJhant but more domestic treatises of Sir Basil Blackett Mr 
Harold Macmillan and Mr Boo'evelt the treatment of specific 
problema bj- Mr J M Keynes and other notable writer^ Of the 
study of specihc plans and nuional programmes have a number 
of excellent tudies of the Rusnan expenmcnt end an equally 
excelleat “•jmpu'^ium of \iens ou the ’National Recotiry Admiuis 
tration in America including an aulhonlati%e analytical renew 
br the President him elf The appencbcea to Sir Arthur Salters 
Report on A '■fheine for an Economic Advi«on Orgaiii ation in 
India girea^erj helpful simmart of national economic organi 
nations and legiilation m diliereai countries In India we hat e got 
two «enQus> «tudie& of the '‘ubject one bv Sir M ^vs^es^ara^e 
aad the other by Mr S C Mmer The former deals v itb an all India 
plan while the latter writes of Bengal All the«e are apart from the 
«pate of articles and papers— «ome of them Tcrv well mfonaed and 
useful— that bate appeared in newspapers end other pcnodical 
journals from time to time and which hate undouhtedh helped to 
focus the attention of the world on tbi« difficult and complicated 
subject and to create an intelligent and diwnminating public opinion 
in favour of the attempts that are now being made to deal with it * 

Planning mav be as taned as the thorough going plans of So 
Viet Russia and the LS A or the purely advisory orzanizations a.% 
that xet up in Britain in 1^30 or (id Jloc or standing committees 

to adn-e on particular aspects of the economic problems The 
national economic organizations may again be govemmental or in«ti 
tutional a mere cominiltee of the Cabinet with a body of evpert« 
attached to it or anautbonti repro'entativo of all the economic in 
tere'ts m the countrr The piirpo«es also vary A committee of the 
Ministry has usually the co'ordinatiou of Government department® 
with some amount of planning for the future as its object A non 
official body has greater latitude but it is neces'anly coflned purelj to 
advisory functions An institutional body with an ocadcmio bia® on 
the other hand is concerned more with fact finding investigations 
or the collection of nece«sary and relevani statistics than with the 
direct solution of economic problems Very often the non-official 

•The CoDgreas schexae of mda®tml {ilaiinmg will form the subject matter of 
B separate chapter 
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body 13 Itself nothing more than a &ci-&ndmg organization an msti- 
tation for collection and co-ordination of statistical information the 
recommendation of measures being left entirely to the executive 
Government- 

The advisory mstitutions, m point of fact, embody, as Sir Arthur 
Salter has pointed out, two different principles, that of securing 
expert judgment and that of securing representative advice The 
first principle has been adopted m Britain, the second was adopted m 
Germany m the National Economic Cotmcil plan of 1930 Sometimes 
the two principles are combined as in France and most of the other 
European countries The corporative system of Italy is sui generit 
being a part of the orgamzation of the «tate itself The facrfndmg 
and statistical institutions have been prominent m Germany, United 
Sutes, France, Hungary. Austna, Poland and Belgium In Bntain, 
on account of the presence of the Pnme ilmister and several other 
Ministers on the expert body, departmental co-ordmation of Govern- 
mental activities IS secured On acconnt of the fact that the councils 
or the economic advisory orgamzations are advisory and not execu- 
tive, there has been do incentive so far for these bodies to bother 
about a^uestions of pobcy Nevertheless, being independent of chang- 
ing Governments, they might be instrumental to a considerable extent 
m securing a greater continmty of national policy than would other- 
wise be possible This has particnlarly been the case with represen- 
tative bodies established under statute 

The “kmjunctur” institutes, that is, fact finding or statistical 
institutions, have been responsible for a great deal of improve- 
ment of statistical and commercial intelligence which most in 
every country provide the mam determmanta of economic 
progress Aprtyos of these institutes, we must not ignore the 
special mquines that have been made m different countnes the results 
of which have been very valuable ftom the economist’s point of 
view Such enquiries can be conducted either hy the appointment 
of ad hoc Commissions of Enquiry— the hitherto accepted traditional 
method of mvestigation — or by setting up small expert sub-committees 
of a larger parent body This last is the method adopted by the 
British Economic Advisory Council— a method which seems to have 
been followed by the Government of Bengal m settmg up the Bengal 
Board of Economic Enquiry In some countnes, as m Poland, mul- 
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tiple advisory authorities have been set up Iti that country there is 
first of all the Economic Committeft which is a purely inter ministerial 
body Contact with non official opinion is secured by means of three 
advisory Committees one each on Trade and Industry Agriculture 
and Labour Expert and technical assistance is provuded by the 
Institute of Economic Eesearch which constitutes a link between 
official Government circles and scientific economic research Tempo 
rarj co operation was secured by tho creation of a special Committee 
of Enquiry into the conditions and costs of production and trade 
This Committee was required to enquire into tho follomng branches of 
economic activitj coal col e and briquettes petroleum and its by 
products iron and steel textile materials leather and hides clothing 
and outfittingr gram bread *5ugar cereals meat and dairy products 
bricks cement lime and other housing materials artificial manure 
fodder and electnc power The Committee was composed of besides 
the Chatman and Vice Chairman 6 members representing 
Chambers of Commerce and central organizations of industry mining 
and trade and finance 9 members representing Trade Unions 6 
members representing Chambers of Agnculture end Agncultural 
Producers As«ociation<! 2 members representing co operative societies 
6 members nominated from experts in economic theory and practice 
end 4 co opted members in all 33 members Each ministry was to 
have a permanent representative on the Conomittea of Enquiry and on 
Its sub committees who would participate m their proceedings m a 
consultative capacity "Wide powers were given to the Committee 
for calling evidence inspection of files and records secret information 
being of course treated confidentially 

§ 5 

iNDlAM PROBLEM 

It IS evident from this brief description that it would be idle to 
expect a ready mad© plan of economio development for this country 
There is a bewildering diversity even in the composition of member 
ship On the one hand we have the German Economic Council set up 
in 1920 with 39S members — a veritable Economio Parliament — and on 
the other its French counterpart with 47 members The British Econo 
mac Council set up under the Treasury minute dated 27th January 1930 
was on the other hand a predominantly official body which published 
neither any report nor any recommendations or documents for public 
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information India will naturally have to adapt one of these plans to 
her purposes or evolve a plan of her own She presents as Sir Arthur 
Salter observes note single syatotn but a quadruple sj stem for the 
categories seeking co ordination include the departments inter se of 
the Central Government those of the Provincial Goverments the 
relations between the Centre and the Provinces and those of the Pro 
Vinces as between themselves not to speak of activities in which 
the Government 13 not concerned In other words the Indian scheme 
must consist of Central as well as Provincial Councils In the second 
place Sir Arthur is perfectly correct in stating that the great body of 
opinion in this country favours the representative model rather than 
a Government dominated expert body So long as the present 
irresponsible character of the Central Government continues with 
constitutional issues of a far reaching character impending there 
could not be any other view It is a natural and healthy reaction 
and no sinister bias need be read into it 

As regards the procedure or purposes of co ordination it is 
much more difficult to make suggestions Though the generol trend 
of economic organizations m the continent of Europe barring a few 
exceptions favours the advisory type— the type recommended also by 
Sir Arthur Salter— intelligent opinion m this country does not favour 
it This IS not only because of the irresponsible character of the 
Government but also because of the unsatisfactory experience that 
India has of the way the Government have treated the recommenda 
tions of the many Commissions and Committees that they had set up 
from time to time A tangibleassuranceis wanted which would prevent 
the Indian Economic Council from being merely an ornamental 
body and our proposals must therefore be framed in order to give 
real power and prestige to the Council This will of course be an 
impractical proposition unless there was a coustitutional devolution of 
some of the functions now discharged by the executive Government 
in favour of this body Our advocacy of planning would be entirely 
without point if the Government were not prepared to examine 
the need and possibilities of such a devolution of authority The 
actual scope of planning in India is discussed in the following 
chapter where the constitutional aspect of the question will be more 
fully discussed here it is sufficient to point out that the adoption 
of an all India plan will depend upon the constitution and the spirit 
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in irhich It IS worked Tho American Constitution, rigid as it is, has 
made the Roosovclt Administration possible 

The other considerations rcmaiu to bo noticed Some emphasis 
has, of late, been placed on tho necessity of improving economic 
intelligence m the country Tho necessity of carrying out a com- 
prohensuo cconomio survey of the country before a national economic 
programme can he laid down has already been recognized In a 
subseipient chapter tho question of the organization of economic 
mtolhgence has boon dealt mth A suggestion has been made therein 
for the appointment and mainteoanco of a staff of investigators for 
tho porposa of carrying out tho economic survey of the villages of 
vintha In addition to economic survey, there is need also for carrying 
out a proper soil survey and of a hydrographic survey of tho country. 
Tho prospenty of onr agnculturo depends on it It is a difficult 
task, but wo shall havo to face it It took six months for Poland to 
carry out the comprehensive inquiry referred to above In India 
wo have already a wealth of informatioti at our dieposal in the reports 
of tho various Committee^ and Commissions of Enquiry which are 
at present, to all appearance^ lynng idle ou the dusty shelves of tho 
Secretariat Pvon if the inquiry takes two years to complete the 
time will havo been well utilised 

§ fi 

A FEW PRACTICAL CONSIPERATION'J 
This discussion of ecoiiouitc plans and plaanmg will be incom- 
plete without a warning Thcro i? a danger that a planned economy 
may soon be converted into a cr^ze and an elaborate hoax of the 
tw'enUeth century economic practice Tho limitations must he 
recognized If the co-operation of business and commercial in- 
terests is to be secured, they most have to ho convinced that 
such co-operation is worth their while , and when onco they are 
coavinced of the utility of a planned economy in the economic 
chaos and confusion that besets U3, they will have to pay the 
price for it For it is idle to deny that a rational economic order 
will be mtional so far as the small body — the Economic Council — 
choose to make it rational Onr confidence in the honesty and 
integrity of this body must have to be unbounded because a planned 
economy must necessarily mvolvo severe regimentation, even to tho 
extent of bemg almost a h^-way house to socialism, and we will 
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have to acr[tnesco in such rogimontation That is why as-en addi 
tional reason an Economic Council should bo a representative body 
Our fears indeed may bo exaggerated The Council will have to 
be a statutory body and as snch subject to tho ultimate authonty of 
the legislature where the nation as a whole is represented But it is 
j essential that tho full implications of a planned economy must bo 
understood before tho seal of national imprimatur is affixed tolt 
"When once wo realize that the old competitive system is no more 
the task of acquiescing in planning will bo relatively easy 

§7 

* THE ROUE OP OOVERNUEVT 

Wo must further not© that when wo speak of rationalization wo 
should not bo regarded as advocates either ofj ingoisr n. or of socialism 
Eationahzation does not mean nationalization in tho technical 
sense Tho modem State js in a ^nrgo degree sowalistic 
without calling itself so Again in our industrial organization and tho 
importance that the State attaches to them wo have made largo 
concessions to tho socialistic school of thought It is tho real content 
of what wo urge that matters Wo want rationalization a policy 
of economic organization that would lead to a co ordination of 
efforts jind ^i minatipn^ of^waste There may be different forms of 
rationalization and nationalization may at best, be one of the 
methods Indeed there may bo vanous alternatives to complete 
nationalization There have been big railwoy and industrial mergers 
amalgamations pools and tho like It has not been found necessary 
for these concerns tbat the Government should take over control 
and management. But some sort of Govcmmental*~^rticipation 
is postulated for th© Government la the only seat of control that is 
expected to be national in its outlook and to protect the interests of 
consumers If there is no Governmental participation whatsoever the 
field would simply be left open to tbe anarchy of the i nces sant con 
flict of private interests of lobbying influences or m the alternative 
to tho dangers of monopolistic combinations and in either case the 
_^ntcrcst of the nation wiII~OTff(flp But Governmental participation 
need not mean that the entire management should be taken over for 
administration by agents appomted by the public authority —On tho 
other hand the case is overwhelming against an absolute Government 
management of economic affairs burmg a few special exceptions for 
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Go\ornnicnt managcnicnt is often wastefnl and extmagant and at the 
same time smgnlarly unrcsponsi\c to nen ideas and lmp^o^cmcnts In 
other ivordb tvo T?onid emnssage. the role of the Go\emmtni ii-s n lis 
the Economic Council to be similar to their role in the Directorate 
say of the Rcscr%e Bank of India E^enthen if a non official con- 
trolling authority of unquestioned impartiality and efficiency could 
be constituted under a special charter to bo defined by the legislature 
such an authontj should from many points of view bo preferable to a 
purely official body functioning under an inept legislative siipomsion 
not only because of the want of lime and necessary equipment of tho 
majority ot the legislators but also because the responsibility of a 
legislator is only a fraction of the whole Tho legiblaturo should 
retain only over nding powers of control In particular no plan 
accepted by any planning authority central or provincial if it 
involves any expenditure out of public revenues should take effect 
uoless approved by the appropriate legislature 

Aswe have already hinted one of tho first steps to rationalization 
would be to rationalize tho Government Departments Tho force of 
tho rationalization of Gov eminent Departments would produce an 
impact on other economic actmlies of the country which would be 
induced as a matter partly of necessity portly of convenience and 
partly duo to an economy of effort to conform to tho standards of ra 
tionalizatvon enforced m the Government Departments It vs not that 
there 13 any special merit m tho Government setting forth tho pattern 
A beginning must be made and experience shows that such beginning 
can liardly bo looked for as of certaiuty from the pnvato coiumercidl 
interests in the country Secondly as the cyme might say and ho 
would not be far wrong unfortunately that it is the Government 
which need to force a etart because it has been tha most wasteful of 
all The utility of the Government making a start is further evident 
in this that the Government alone can provide at Icavt the nucleus of 
an eii'ective co-ordmating authority for regulating at least some of the. 
major economic mteresls of the commuaily Its resources are also 
elastic and can stand the nsk of a failure It is well known that 
rationalization is yet in the stage of an experiment though the 
hkebhood of such an oxpenment succeeding is strengthened by 
numerousexpenmentsmspeeifiedirections alreadyundortakeu eg con 
trolof food supply co-ordmatmnoftransport marketing boards exports 
quota and the like The experience to gamed will also be the test 
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of tho validity or othcnviso of including in tho experiment all tho 
major private economic interests in the country 

§ 8 

TLANNINQ IN TIIE EXISTINO ECOMOSnC OHDER 
So far as private economic interests arc concerned, wo aro yet far 
from tho btago when wo may expect volnntary co-operation between 
thorn and spontaneous co-ordmaiion of their activities — when 
ngriculturo wil l rationalize itse lf, whoa industry will bo adjusted to 
Jagnculture and when small industry will feed and be fed by big 
business (as the handloom and tho cotton mills), and when tho big 
businesses themselves will represent a co-operativo unit on a national 
basis All theso seem chimerical to day Yet wo have got associations 
of cotton raillownera jute mills, sugar mills, msunmeo companies 
motion picture societies, etc outside tho framework of tho adminis- 
trative maehincrj The establishment of tho Reserve Bank of India 
IS designed to secure banking co ordination as far as it is possible 
with tho direct assistance of the Government of India In big busi 
ness wo have hardly anything analogous to a trust or a kartel move- 
ment m this country, which, however, isnotentirelyamatterforregret • 
In shipping wo have got the Conference lines which have not always 
worked for public benefit or the benefit of every individual member, 
but have often worked for that of tho comparatively stronger of them, 
representing a smaller nng within a bigger one All this shows that 
wo have yet to travel a long way before we aro able to secure the 
conditions in which tho co-ordmation of at least tho major economic 
interests for public benefit without any interference from tho State 
would become possible , perhaps, it will never be possible, unless the 
State steps in 

Wo have spoken of tho major economic interests "We call those 
interests major which are either m the nature of public utility con- 
cerns or operate on a scale that conceals a constant Iiabilif^ to raalad- 
'justments or tho proper working of which is intimately bound up with 

'iryiaijrY 

^Tho regulation of jnouopolics is also to be included in this category 
and so also tho orgamyation of production and trade in staples 
^nd the improvement of the prices of particular commodities 

•There are indeed a few articles like cement, sugar tea etc which represent 
the phenomena of a kartel movement m this country 
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or oven of tho genoral pncc lc\el Tho point is if Government 
control IS inevitible particularlj in penods of acute cnsic why wait 
for tho crisis and refuso to taLo preventive measures beforehand ? 
Tho common verdict of economists is that crises and nil tho suffenne: 
that Ihoy cause are duo to maladjustmcul and loss of confidence 
People have also eomo to accept this maladjustment as an inontablo 
part of tho normal economic order of to-day That it is an inevit'ihlo 
part of tho present economic order IS tmo that tho present economic 
order is normal and therefore inescapable is not true In this fact 
lies llio genesis of the idet of economic rationalization The present 
order vrv short is not rational It is not rational to assume any rationa 
lism behind this perpetual instability of modem economic life behind 
periodic crises and acute sufferme 

Economic rationalization is thus something dilTercnt from tho 
rationalization of industry taken by it«clf It docs not imply a cotnbi 
nation of capitalists and financiers but regulation by tho publia 
authority or a competent quasi public authority t- tho difForont major 
economic interests for public benefit Its object is to replaco wasteful 
competition by helpful co operation and where tho competition is 
inevitable to rationabzo it It seeks to achicio this object through 
tlio fullest utilizatroTToT uU tho economic resources of tho nation 



CHAPTEB II 


A PLANNED ECONOMY 

AND THE COMPETITIVE SYSTEM 


§ 1 

ECONOIIIC NATIOKAUS^! 

In the preceding chapter, the question of planning lias been 
discussed on what may bo called a natioSSTb^ A full fledged 
national policy will not, however, bo po^iblo ^^thou t rcforenco to its 
international contest The world today 13 an mter-dependont 
economio”comples, and smeo India is now part of the"compl 6 x 7 'W 6 . 
must make an effort to realise the full implications of planning agamst 
' the international background^ 

"We are bound to other parts of tbe world, mainly through our 
trade with those parts Wo should naturally bo interested in the 
question whether, and if so, to what extent, national economic 
planning contributes a new scheme of international trade by afTectmg 
a complete rejection of tho old competitive system To find out an 
answer to this question, it will bo sufficient if we take a bird s 05 c 
view of the developments in international economic relations during 
tho years following tho Great War of 1914-1918 On tho answer to 
tho question will depend tho form and extent of the planning of oim 
trade with the other countnos of the world Tho planning of our 
trade, in its turn, will affect the future industnal structure of our 
country " 

Nothing could be moro natural than tho fact that in tho condi 
tions of anarchy, chaos and confusion which provdi lcd i n post^War 
Europe, statesmen and admimstratois should find tho last haven 
of refnge in tho assumption by the state of the control of the entire 
economic life of the nation, or of such parts of it as would easily 
lend themselves to such control and yield the expected results But 
the plannmg becomes a meaningless effort if it i3_n ot_related to 
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some dciinito and pro-dotcrmined end In indusfno'?, tho elimination 
of all ^vasto has, for oxamplo, the object of feccurmp tho maximum 
of efficiency and of bringinjj down costs to a competitive level 
Tho ultimato objective bahiml all forms of economic planning seems, 
for the present, to be a bluid arid uiicntical bias iii favour of wliat, 
for want of n bettor plimso may bo desenboj as economic na- 
tionalism In this new economic craze, tlio intcrdcpcadoncc of tho 
world economic order 13 ijjnorcd, and tho pendulum of economic 
policy fiwmfis forward to tbo point at which it is believed that there 
IS a fepcciai ment in thinking of tbo national proup as the final and 
ultimate unit of tho national nllegiaiico of both producers and 
consumers To provide for economic wJf sufllctoncy at any cost seems 
to bo the most popular of party cncs at the present moment 

In this catioiato of economic nationalism two facts aro frequently 
lout tight of Tho first is that tho formulation of national economic 
policies has boon m each ease a contingent sequel of thojiosb-IVar 
cnsis_ an^not duo to tho fact that they have been adopted after a nice 
balancing of tho wsuos in 0 calm end rational way Secondly, those 
programmes of national economic dovclopmcnt are bemp pursued in 
tho midst of conditions that nro wholly artificial As a permanent 
oharatonstic of post•^Var economics tho polity of ‘each nation for 
itself has yet to bo justified To pntit in a difTorcnt way, wo have 
yet to SCO how far tho compctitivo syetcra of tho old which stood tho 
test of a century of economic development so well has m reality 
broken down 

Tho two great causes which have impelled tho world to adopt 
tho policy of national oxclusivoncss in economic affairs aro,uncmploy- 
m ent and_a dwindling quantum of trade..which aro to a certain extent 
inter-related Tho wliy and wliero-foro of both wo might for the 
present ignore Tho remedy for tho first is usually found in tho limita- 
tmn. a£ unpo^ and aacaura®unfiDJi atlnejdLuijbiatxuiit,an/Ltjijy;.^ 
Iho eccondTia a stimulation of exports and other moasurcs to capture 
a part at least of tho world's export trade Ancillary measures relate 
to tho' regul ation of tho cap ital nmrk^ tho control of exchange and 
'the manipulation of evurcncy A policy of cutting down imports and 
at tho samo time of etimnlating exports becomes patently absurd if 
every country tnca to follow it To iho nation itself, a decrease 111 tho 
quantity of imports is not likely to bo of any benefit unless it is 
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acoomDamod by an oqoivalpnt increa- sa m domesti c -Drodactioru I t is 
signiticant that while legislative enactmeata or executive decrees may 
lead to a heavy curtailment of imports it cannot achieve by itself the 
other end namely the expansion of domestic production because the 
spirit of enterprise is something which cannot directly be induced by 
the government Further in all attempts to limit the imports undue 
stress IS often laid on tho visible balance of trade This would be 
a totally unsatisfactory standard by which to regulate public policy 
in many countnea — for instance in countries having large shipping 
connections or foreign investments. 'Statistical tables do not conse 
quently give ns tho whole truth about the effects of economic natio 
nalism in the sphere of trade and commerce though they do give 
us a measure of its effect when regarded from specific aspects 

There are other and mona formidable diflSculties in tho statistical 
presentation of the situation Tho inflation of currency the move 
ment of "War materials sido by side with normal trade blockades 
and controls backstage treaties agreements and unions floancia] 
and industrial cartels cutting across national £ront]ers-~all these 
comhme to complicate the issue Nor are these operative only during 
the "War they leave an aftermath no less formidable In fact it was 
the aftermath of the "War that brought into prominence the play of 
the forces of economic nationalism in its most characteristic aspects 
Besides the mampulatiou of currency tariff bamers designed to 
restrict, and in not a few cases totally to prohibit, the normal flow 
of trade were in almost all countnes heightened and extended in the 
period immediately following tho "War To tanff walls were added 
requisitions controls priority systems prohibition of particular 
imports or exports price fixations government monopolies and the 
like It was impossible to trace to any single cause any share of the 
total effect they all combined to produce But between themselves 
they told the story of economic nationalism In order however to 
assess the moral of that story a brief reference to its course during 
the last decade and a half may be made 

§2 

^ THE cmsia OP 1920 21 

IHie artificially stimulated production of the "War years and 
the altered course of trade had it is now well known its mevitahle 
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result however of all these forces was the bfeation of an all round 
wall of obstruction to those automatic adjustments of trade and 
commerce that had marked the competitive system The financial 
mechanism was out of gear , production of basic industnes had 
outstripped the requirements of industrial consumption international 
trade had dwindled and the cturcney standard had collapsed under 
the weight of financial land-slides that followed unusual capital 
mo\ emeixts quite out of proportion to what the trade could bear 

The upward movement of tariff ''Beems to have been checked 
at last temporanlj by the middle of 1927 The crisis of 1920-21 
appears to have completely exhausted itself bj 1924 25 monetary 
conditions were somewhat stabibsed and the question of consolidat- 
ing the tarifi* was senously debated The modus operandi of the 
forces of economic nationalism had not obviously impressed those 
who had been guiding the economic destinies of the nations The 
electorates were clearly restive ond more than ono Government 
trembled on the precipice of high economic policj 

§ 3 

THE GREAT DEPrESSION 

The real issues could not however yet be viewed freo from the 
cloudy atmosphere of national hatred and jealousy and of the political 
controversies of the time The transient nature of the apparent 
economic poise obtained about the year 1927 wa'' further revealed 
with the onset of the era of agricultural protectionism It practically 
presaged the Great Depression which overtook t he wor ld m the 
•^pntig of 1931 The depression "deepened not entirely due to 
fortuitous circumstances in the agricultural and the raw material 
producing countries The impending crisis appeared in an emphatic 
form in Central and Eastern Europe With trade outlets closed 
and heavy financial obligations to meet and with migration restnet- 
ed thej were used in addition as the dumping ground of overseas 
exportere It is stated that it was Germany which by the Tanff 
Daw of JS25 re 2 xopDsii}g higher feed the 

movement for agricultural protectiomsm That might be the case 
but the relapse to the fever of protectionism was common to almost 
all the countries It was of a hectic and capricious character 
Import duties on food and raw materials constituted one of the 
methods These were in some countries supplemented bj drastic 
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administratnc measures eg state controls or monopolies as in 
Norvvaj bwtden Czoehoslovatia and Switzerland export bounties 
as m South Africa and Roumama encouragement of the export of 
cereals bj the icsiio of bonds to exporters of gram as in Germany 
Poland France Analria and Czechoslovakia tax on flour consump 
tion as in Himgarj besides milling regulations quotas import 
licenses and the like 

Secondls during the penod preceding there had been large 
capital moiements which earned their own inherent Unancial in 
stability The increasing inability of trade to meet the liabilities 
created bj the large scale lending and borrowing operations for 
reconstruction and other purposes was becoming more pro 
nounced The stoppage of long term foreign investment ‘'mce IJiO-SO 
was both a «imptom and a cause precipitating the cntical situation 
which finally forced the world ofl' gold fbo altoniatnes to paying 
back old debts by incurriDg new ones was to bnng about an actite 
export balance but this expedient the normal otic la a compctitno 
sjstem was no longer atailablo Eten if the world trade could be 
inauitained at the 1927 let el the decline m the pnee level alone 
would have rendered the question of the bilancing of the uiter- 
natiooal financial obligations a particularl> difficult ad'nir ksitwa^- 
the volume of trade declined heatilj Dnnnp th© three depression 
years 1930-32 the quantum of trade fell bj 27 per cent compared 
to 1929 Tie decline vra^ even moro marked m the year 1933 The 
industn&l production of tho world also declined dnnng 19‘'?9'32 
by 306 per cent During these years the extent of the budget 
deficits of the borrowing countne’' after allowing for the proceeds 
of lo.ms and utilisation of balances pro\ ides the aptest commentary 
on the entire situation "With all the avenues of international 
settlements closed the situation was absolutely desperate 

It IS in this background a background presented by a ^et of 
wholly abnormal oircumstaBces that the rise of economic nationn 
lism is to be studied The point of our inquiry is do these new- 
fangled ideas of economic nationalism represent a permanent 
breakway from the old competitive order or merely a set of 
arrangements for securing a transition to a new economic system ^ 
Those who have taken upon themselves the responsibility of planning 
the economic activities of the nation on a rational basis shall have 
to think oat an answer to thie question before they seek to impose 
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a system of controls and interferences ^vith tho normal channels 
of economic activity There are certain indications which point to 
a return of tlio world’h faith in tho doctrines of /oisscs /flue The 
efforts of 1933 34 have been definitely in the direction of an 
amelioration of tho present hardships of trade and commerce 
It IS realised that competition m tariffs and other forms of trade 
restrictions does not improve upon but in many respects is worse 
than tho competitive sjstem which it seeks to replace A sjstem 
of tariffs, quotas and restrictions cannot but maintain the economic 
system as a whole on a marRin of living Such a sj stem though 
perhaps inescapable in the present circumstances, can hardly satisfy 
the ultimate requirements of a progressi\e community 

§ 4 

E, \T10NA1 IZVTION _QErOMr!EimQV _ 

Certain tendencies may u«efuUy be studied as indicating tho 
direction m which world economy is moving If I may be allowed 
to anticipate the results of such a study and state my \i6w in a single 
sentence I would say that the world is mosing towards a rational 
conception of tho competitive system to winch all planning 
of today must necessarily have to be adjusted Thus if there is 
no free trade today, there aro at any rate over widening areas 
of freer-trade The Inter-impenal Economic Conference which was 
held at Ottawa in July, 1932 was a typical effort of this kind It is 
significant that the policy of free trade within the Empire did not 
commend itself to tho Dominions, but the Conference, none the 
less resulted in a lightening of tho incidence of restrictive tariff 
within the Commonwealth France is also at the present moment 
promoting a Conference of this kind Eegional trade agreements 
and customs unions might be found to be particularly advantageous 
to those countries whose trade with each other accounts for almost 
the whole of their international trade Trade treaties however, are 
very difficult to negotiate not only because of the incompleteness 

but also because of the tnangnlar nature of most of our trade If 
may he the cheapest market for A for the export of cotton goods 
but C may be the cheapest market for her (A) to import raw cotton 
from A bargain beetween A and B or A and C would, therefore 
ho incomplete and disadvantageous to one of the pajjifes in any case 
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if the Mibject matter of the bar(;atn vcre ra^r crdfon and cotton 
goods buitalile region- r-hich x^oold be amenable to agrcf-meo' ard 
at the same tim" economicalK self— nfficient being coinpl“mentar\ 
to each other are hard to discoTer Even the Bnti«h Common- 
■weahh of Nations which •■aii’^es the-e two a'- proximateW 
as anv single region can hat, onI% been abl*' throngh Ottawa to 
secure more a diver-ion of trade than any net expan-ion There w 
furth^T alwaj-i the threat of cetahaticn bv cctmtne*! which lo®e 
their export trade through stieh agreements bv shutting riotm its 
own market to the eypen trarle of the offending countries or by 
bringing about a •'tat*' of cut throat fcmpetition in the neutral 
markets The onlv advantage v^ured bt -uch agreemen'- i- that 
thev gi\e the panie- «on*«nie<l rhroagh a -'abili-efl market a 
greater bargaining pcTicr with ctl-er <«-cntne- Thi« largaining 
power has been availed of by nian> countn*'- England not » zeepted 

^Vha* i« true of trade and coomertc i- tru'’ al o of finance 
The future of the monetary «taDdard l- ret a «*akc in the the - boani 
of mtemational finance But the verv interdependence of the financial 
mechaoLsra of the modem world will «ooaer or later make for an 
international agreement The Sterhngana nav fiilv he a preface 
to such endeavour m the future In fact it goes without «a5ung 
that an international monetary agreement nun a prelud* to tb" 
restoration of healthy competitive condition.- m trade and commerce 
rather than a ‘equeh 

This give- u^ a picture albeit in its rough outline of what I 
hare de-enbed as the tendency towards re-introducmg the principle 
of competition in a more rational form than the form m which it 
inspired our economic activities m the pa*t Ail the cixcum'^tance* 
prevailmg now suggest that the competitive system of the future 
will be tempered and determined bv the needs of co-opeiatiou In 
the older competitive system the satisfaction of mutual needs and 
dft£ixe-i was anhie-wl thzOTigb ■& te’.sit.udevx'jVt'J.tte.it.t. 

considerable loss and sacrifice In the economic system of the 
future, this process would be reduced to a minimum through a co- 
ordination of efforts Here there would be need for planiung Such 
planning would be national in the «<‘n«e that the resource* of each 
nation would be brought most completely to bear upon the common 
welfare of the world as a whole, it would be international in the 
sense that instead of there being wasteful competition between 
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nation and nation there wouW be a co-ordmation of the productive 
and distnbuti\ e machmencs of the world as for instance by promot 
ing a system of complementary production The working of regional 
agreements and trade treaties and the co operation of Central Banks 
securing an international co ordination of credit currency and 
in\estments will ha^e provided SuOieient expenence to define the 
nature of future co-^openition and laj doirn its terms and conditions 
The conclusions of this chatper may now be summarized It 
has been m> endea\our to 'show that the competiti\o system has 
broken donn under the stress of very abnormal circumstances 
prevailing in post "War Europe that the trend of recent economic 
developments indicates that the breakdown is likely to be a temporary 
phenomenon to be restored as soon as the existing artificial 
conditions of trade and commerce return to their normal position 
A system of planning consequently that seeks its inspiration from 
and exhausts itself completely in the present conditions of trade 
commerce and finance has no future Economic policy tends m the 
direction of freer trade if not free trade of which the mam nioh/" will 
be provided by international agreement as the means of secnnng the 
co-ordination of productive and consuming power Economic plann 
mg mu«t thus be related to its mtemationsl beanngs The future 
economic policy wiU take the form of discouraging the less and 
encooragmg the more efficient forms of production m each country 
Thus will competition be raised to a more rational and therefore less 
wasteful plane 



CHAPTER m 

PL\imiNG I'J INDIA 


§ I 

n \XT OF roiJc\ 

In the first chapter certain general consiilerationa 
beanng on. the question of planning ha\e been discu«-»e<i In this 
chapter the special neeil for a planned ccoiiomj for India 
Tvill be explained and the question of ft central planning 
authority determinod The general disenssioa of the previous 
chapter has it is hoped helped to make it clear that 
in the context of the present world economic situation it 
uill not be posstlle for India to escape «ome sort of planning 
As to what form this plaiuimg ml] take depends upon the 
particular circumstances of tins conntr> It has already been 
indicated that there la no set plan to which cxerj country 
must confonn and that secondly piecemeal planning maj not 
onl> fall to secure public benefit on an adequate scale but by 
creating lested interests defeat the xety purpo'^es of planning 
Hence we must start with a comprehensive plan on an ftU-India 
basis one of whose tashs would be to co-ordinate specific plans 
in relation, to specific categones of economic activities such as 
agncnlturp rural development mdustrj transport taxation and 
tariffs banking and currency national expenditure etc Specific 
plans intended to cover these activities vill bo discussed in 
scrbseqnent eiapterb Here we are mainly concerned with the consti- 
tution. and functions of the, centrJ~^arining authoriTj-^and with 
the examination of circumstances m the midst of which it mil 
have to work 

The economic situation m India presents certain charactensttes 
^,-which point to the_argont~nccd— foe— planning Tho> are sum- 
marized below to indicate the strength of the case for a planned 
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ceonomj for this country Thoro w no doubt that all the world 
shares the chaos of economic conditions ptevaihnp as the result 
of acute maladjustment and depression but it is doubtful whether 
it has been so pronounced productiie of so much confusion in am 
other country as it has been m India 

(fl) Beliablo statistics relating to proluction and consump 
tion pnee level cos't of Ining etc are not av ailabl e The only 
reliable figures in this regard are the figures of export and 
import and those relating to certain organized industries 

(i) There is much overlapping of functions The Intelligence 
De partments of the Got eminent including Beseareh are not properly 
CO ordinated To some extent the holding of periodical consulta 
tions through Conferences removes this defect but the talks are 
often desultory and there is no continuity Th® cost is paid 
twice or thneo o^er by the taxpayer for the same kind of 
enquiry or investigation At the same time it must be admitted 
that the method of appointing <id hoc onqmry committees 'for 
many difficult investigations with the help of a majority of non 
official members is a piece of economy A large part of this 
economy is however illusory because many of the committees 
have covered indentical grounds and the reports of most of them 
i>oni6 ^ery valuable he in vain covered with th© dust of years 
on Government shelves 

(c) Two of the most charactenstio directions in which the 
eiil effects of the want of 8^efinite_pohcy have specially made 
themselves felt are ba nkin g_and transport The system of bank 
mg pre\ ailing in India is one of the most chaotic ever seen m 
any country of the world A foreign system has been superimposed 
upon the indigenous without any attempt at co ordination Till 
recently there was no Central Bank no points of contact between the 
centres of high finance and rural finance excepting the meagre field 
covered by the co operative credit societies while the Exchange 
Banks are sm fifaerit the md^nons bankers ioUow methods which 
are primitive both in conception and execution As for transport too 
much attention has been paid to developing only one kind of 
transport under State patronage and State expense while other 
forms like nver transport have been allowed to languish or like 
motor transport to fight an nneqnal battle with State subsidised 
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importance the Government have the power to over>nde the 
definitely expressed opinion of the majontj of the public The 
result IS that on almost all points the point of view of the Indian 
public is not recognised and that those problems which affect them 
intimately receive but a perfunctery consideration 

§2 

>.* - INCOUPLETEXESa OF RECENT EFFORTS 

Anjone who would ponder over these defects would be satisfied 
that a jjJT/na /acic case exists for the national planning of our eco- 
nomic life It would, however be wrong to sav that India has been 
standing absolutely still In fact, she has already a good deal of 
planning to her credit, and what is more she has already discarded 
the ideology of the protagonists of economic freedom in a good many 
directions It will be obvious b> now to all that even the Govern- 
ment of India, as much as the Provincial Governments stand 
definitely committed to a policy of consciously and deliberately 
directing the ecnonomic activities of the people with a view to remo 
ving some of the defects and deficiencies mentioned above and other- 
wise achieving a measure of co-ordination in particular categones 
of economic activity such as rural economic survey, transport and 
communications, banking and trade But piecemeal plannmg and 
the setting up of a number of specific but unrelated advisory 
organizations are not adequate enough for the purpose that is to 
be kept in view, namely that there must be a comprehensive 
plan which will include all the categones of our economic activity 
with a view to securing the maximum of advantage with the 
minimum of waste The Government in our country have so far 
failed to reaUze the inadequacy and ineffectiveness of a partial and 
haphazard effort Thus the plan of ruial economic recovery announ- 
ced by the Government of India a few jears back, and since suspended 
enumerated some of the major problems of India’s economic life but 
did not go beyond the appointment of certain officers for specific 
purposes and the creation of certain Government departments and 
bureaux for dealing with, specific problem^ Even now the Govemor- 
General-in-Council remains as he has been, the co-ordinating authority 
helped and assisted by an economic sub-committee of the Executive 
Council The sub-committee is, in fact, the entire Cabinet hamng 
one or two members In the Provinces again prior to the introduction 
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of Pro^^^clal Autonomy Rural Dexelopment Commiii-ionerv had b®cn 
appointed in man^ of the pro^^ncc<^ etxmomic mquines had been initi- 
ated and there had evol\ ed a general interest m the idea of plannint: 
ahead a programme of development The degree of enterpnie \arie<l 
from province to province the Punjab being not only the foromo'-i 
in point of time bnt abo in the extent of it** cnterpir^e The problems 
aUo differed 

So far h'jw*:\<r a- ♦!*'- coii>»itution of a central planning autho- 
ritj and th» method:* of planning are concerned we have hardlv 
travelled tarther than the traditional track of the Government 
excepting for the fact that instead of raember^ of the Government 
pnmnng th»ir own hv** v<*ar planv there is to be in the future greater 
con5niltation among the members ui/ec «e and a greater co-ordination 
of vork done b> them and their •‘Ucce* or* Tlui! no doubt was meant 
to bo a *afe and cauiiotu advance on the then existing position within 
the four comer* of the Oovemmem of India Act of 1919 Till 
popularlj elected ilim*lere a'^-ame office »t the centre under the new 
Constitution the pO'ition woold remain «obstantiaUv the same In 
<*ome of the province* however Boards of Economic Enquiry have 
been set up and the ncce'Sitj of non-offiaal co-operation has been 
given aathomativc lUatitutional expression That no doubt ip an 
important advance 


§ 3 

Aitna or plaxvu.& I — _ 

We have been di‘-cas«uig (he question of a central planning 
authority There is one form of piecemeal planning which seem'- 
to hav e support xn cnanj quarters It is regrional_planning — each 
province, for instance, having its separate and independent Plan 
There la, no doubt, that a Pronncial Plan with less ambitions aim*: 
has a greater chance of being in consonance with tho resources of 
the Government than an 'all jndja" Plan ^comprehending the entire 
economic life of the nation. The view all along taken in the^e 
pages is that India wants an Economic Plan on a country-wide -^cale 
But such a Plan will naturally have to be supplemented by its 
provincial counterparts in the provincial spheres As regards the 
relative merits of an all-India Plan zis~a ru purely Provincial Plans, 
the po'sibihties of the two nm along different lines On the one 
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liand, the Goverment of India have greater opportunitea and resources 
of framing and implementing a plan of economic recovery because of 
the all-India character of most of the measures that would come under 
the scope of the Plan and because of the interdependence of 
the Provinces in economic iroprovoment, and of tho undoubted 
financial powers advantages and resources that tho Central Govern- 
ment enjoy and can commandeer On the other hand the Provincial 
Governments arc now baaed on tho pnnciple of constitutional 
responsibility to the legislature and the developmental services are 
under their exclusive control So they have got to bo more appreciative 
of public needs and requirements and move with the times In anj 
case, a lead from the Central Goverment is expected and desirable, a 
lead which will give the necessary leaven to tho efforts of the 
Provincial Governments 

It is however obvious that from the point of view of a national 
economic policy, an all India Plan with^ central planning authority 
would be more useful and appropriate than provincmljirogrammes 
[The more important aspects of ouf“economic life such as the co 
ordination of indastnal dovelopment banking and currency, tanffe 
transport financial policy and the like — are under the control or 
direction of the Central Government So also are those activities 
which would assume primary importance in a scheme of planned 
economy such as agncultursl and industrial research collection of 
statistics crop planning hydrographic survej s etc There are others 
agam which either on the question of cost or because their advantages 
will be incident over a large area transcending the boundaries of a 
smgleProvince.willbebeyondthepower of any smgle provincial autho 
rity toimplement, such as the cost of a comprehensive programe of 
communications or in certain specific cases the construction of hydro 
electric works for the purposes of irrigation or for the supply of 
industnal energy To some extent the grant of borrowmg powers 
to the Provinces under the new Act will make it possible for the 
Provinces to undertake costly projects of development, and some of 
the Provinces have already taken advantage of these powers m 
initiating ambitious schemes of development, but it is evident that 
as the resources of the Provinces are none too ample and as these 
loans must be adequately semcod, the borrowing powers must be 
carefully and cautiously usx. d The grant of these powers does not, 
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impose duties upon a Province or officers and authonties 
thereof ’’ The validity of making grants for such purposes whether 
from the Centro to the Provinces or ince terso is protected by 
section 160 (2) In regard to railways, which must undoubtedly 
plav an imporant role in planning despite the creation of the 
Railway Authority on a statutory basis, the constitution provides 
[section 183 (2)] that m the discharge of its functions, ‘the 
Authority shall bo guided by such instructions on questions of 
policy as may be given to them by the Tederal Government ’ 
As regards industrial development, a specific item— *34 Development 
of Industries where development under Federal control is declared 
hy Federal law to be expedient m the public interest” is included in 
the Federal legislative list Prom all these it would be apparent 
that the new Government of India Act would not stand jn the way of 
giving appropmte powers and contributing necessary resources to the 
Economic Council, if and when it is established In so fax it has an 
organ con-jtitutod under section 185 of the Act namely on an 
inter-Provincial basi«, we need anticipate absolutely no constitutional 
difBeulty Even if there were any constitutional difficulties nothing 
need prevent the Government from making it a convention subject to 
their own responsibilities and such modifications as may be required 
for administrative reasons, to adopt the findings of this expert 
and representative body m the same manner, for instance, as the 
Government now adopt the findings of the _TariS!J3Qard3 This 
would, of course, presuppose a radical change in the point of 
view of the Government 


§5 

OTBER DIFFICULTIES 



The spirit of hesitation and caution that we at present find in 
the formu]a\»^w of a national economic policy ^is, however, not 
unexpected In the first place, a foreign_government has by the 
very nature of tnmgs got to be conservative in its policy and outlook, 
it cannot afford t^ake risks in the same way that a Katmaal Govern- 
ment may Secondly, the laige size of the country*^ end the 
conflict~of vested interests, both between Indians and non-Indians 
and between Indians and Indians, even between Province and Province 
(as in the case of Burma and the rest of India) make the adoption 
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of a Plan on a national basis an oxceoihnirly diHiculL affair Thirillj 
there aro other limitations toft schorao of national plaiiiiine: I have 
alreads urged that a ajstom of national planning ombodjing tho 
principle of national isolation from tho rest of tho world econonij 
will bo contrary to tho outstanding tendonciCH of world tmdo 
commerce and hnniico that can bo discerned o\on m tho midst of tho 
chaotic conditions of to daj Oiir finances depond to ft corisidcrablo 
extent on the nature ot our fonign tmlo and the extent of our 
foreign commitments Natwrallj a Plan w hieh oxcliidos altogothor 
this aspect ol tho qnostinn IS bound sooner or later to coiuo to grief 
Finallj x\o ha\o to consider thi' ofiecta of planning on tho budgetary 
position of tho Goaornment Wo might here note two facts In 
tho first place a wido adoption of a policj ot tliscnminntoiw 
protection has ahead> ftffvctcd tbo ewstonvs revenues which liavc 
so far boon tho most profitable source to tap bj a ncodj Finance 
Member Tho prospect ahead suggests thnt tho protectuo policx 
will be extended rather than restricted although such a policy will 
be limited bj the reqniremonts of tho planning of our trado 
and commerce In tho initial stages tho augmentation of 
tho national incomo dno to tho adoption of llio protectionist policy 
m not likely to ha such as would compensate tho loss in customs 
revenues either through excise duties or through other taxes 
Posidce 6X0180 diitios aro not very popular in our countiy and 
that brings us to the second considoration which I would Id o to urge 
In fact this point has been ablj brought out b> Dr IT L Doy m 
lus work on Tht Indian Tanff Pr(di 1 em It refers to tho propon 
derance of indirect taxation over tho direct taxes m tho Indian tariff' 
ajetom Of tho indirect taxes agim bj far tho largest proportion 
is taken up bj tho taxes on the poor mens necessaries That is 
aliO the case w'lth tho few excise duties that hav o recently been 
imposed — though at least in one case the dutj seoma to bo justified 
1 tireriTi Vnt» ifxtrso un ^agKi An ^x ontnnix- 'K ah xvhic’n deponcis 
ra uph on fi naucs-Will have to tal e all these difficulties into consi- 
deration Since these difficulties aro likely to affect the Government 
first and most it is quite natural that thej ‘•hould adopt an attitude 
of caution and hesitation 

The case of the economist who would urge planning m. tlie 
face of all these difficulties is fortuimtoly clear Tha economic 
depression found the Qcrteminent grappling exactly with those 
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difficulties they -would fain avoid The customs revenues till 
recently had dwinled to a third of their normal yield The balance 
of trade in merchandise is still in a most precarious state — only a 
fortuitous circumstance — the ^old exports— having helped the 
Government for a number of years to meet their obligations and 
maintain the exchange The direct taxes have already been put up— and 
successive Finance Members have already been seeking out fresh 
fields and pastures new There is already a talk of revision of the 
entire taxation polioj Tho Viceroys Cabinet has already resolved 
itself into a minature Economic Council A Transport Advisory 
Council has been inaugurated Tho Eeservo Bank for the control 
and CO ordination of credit and currency has been set up Steps have 
been taken to co ordmato agncuUural and industrial research Eural 
Development Work has been given a forward impetus A marketing 
organization has been created at the centre Trade conventions have 
been concluded with different countnes and others are under contemp 
lation The railway rates policy is due for revision All these 
stand consciously or unconsciously as ao many preliminaries to tho 
evolution of an Economic Plan with a view to achieving a well ordered 
•scheme of economic development Only there is still a suggestion 
of slipshod thinking in regard to these activities The activities 
themselves are not properly adjusted to reach other and thej do 
not form part of a pre conceived \ comprehensive plan of all 
round economic development And what is most important to 
note 18 that a national guidance is lacking at the crossroads — where 
tho path IS traversed by a conflict of economic interests The most 
apposite instance of what I mean ig presented by the demand of India 
for the development of her shipping and also by the question of the 
rail t? the road 


/ 
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CHAPTER l^ 

PLANNING THE PL4N 


i? 1 

rrir DKrk(.itoi\D 

Wo now turn to the 'tnicture ot the plan lUelf It is obvious 
tliat wc shalUiavo to relate It to th«. OTi'tinj t’-^peui-nco on the sub 
jecl <iS pKa'Wftg of *^0 ludiau aojoU 

tions Inlhcprecet.linffl%w «.haptvr-< fertaiti rt.le^'lm conclusions 
lia ^ 0 bee 11 urriA eil at It would bo ^Usirabk to rtcapituhto these 
ns -cthng lorth the b-ickgiound in which the -trueture of the Indian 
plan inttst be sQt 

ifcfopc f>f the liiitian Phni 

I 1 The Plan must be oomprohensite That is to say the entire 
economic lite of the country miut be treated us a whole The 
reason is thil it n not pos>\blo to cut up tho oeonomic life of a 
country into iiuUpendeut water-tight compartments 

2 It mubt be national That is to sat the Plan should have 
an all India basis This docs not mean that there ehould not be 
provincial plan< bnt that these plans should fit into the composite 
mosaic of an all India plan \ proiuicial plan by itself would 
be imperfect and inadequate for tho purpose of economic planning 

3 Adiantage may be taken of certaui sections of the Govern- 
ment of India Act to set up one or more planning authonties with 
the netes'-ary delegation of powere to tbe^e including in matters oi 
inter-prOTincial intercs* 


B Aim cf planning 

I 1 The object of all pl annin g 13 to remove all waste through 
a co-ordunition of efforts «nd to unpio^'e the efficiency of production , 
as well as distnbution The aim is the promotion of national ^ 
welfare 
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2 This does not mesn nationahzAtion so much as rationahza 
tion of o«r economic ectuities It does not mean absolute state 
<'ontrol of our economic life But Oovernnient participation tn the 
plan 19 assumed 

3 Nor 18 the international aspect to be ignored in the mitia 
non and execution of a national economic police The question 
of our foreign obligations and trade mil clearly rule out a 
policy of national exclusiveness In fact a study of post-war econo 
rnio developments rev eals that the world is moving not towards the 
eliiniaatioTX of all competition but towads the rationabzation of 
competition A system of complementarj production (haiingdue 
leganl to the necefinty of establishing let industries and the produc 
tion of important raw matonnh and agncnltural staples) seem* to be 
the most ccin^enient method of mtemational plMining 

C F<ti m of the rian 


1 There i9 no et form of econaniie planning to which all 
countnes laiist neoessanlv conform 


2. Thtre may bo two form« of pkniung In one case the 
Govemtnenf Itself may tahe the entire rcsponsibihtv of planning 
Of this theFussian plan and the Recoverv Administration ofPresjdent 
Beosevelt m the IT S A areiDustmtion* Goreniznent planning mat 
also be limite^ (g the coordination of a number of Goiemmenf 
epajlmenfsaijj ^0 cooperation in certain «pe 

Cl c matter* In \ the other case the planning anthonty may be institu 
lona instead of ^P^gpjjmgjjtal tbatm a quasi public authority may 
f whole of the economic nctmtics and interest* 

of 111 far as they may be held to siibseiro the purposes 

e an This js K he emrt of planning anthontv which uoiill 'inf 

■Indian conditions ' 


j wgards th^ powers of the authontv there are again 

. mattdi r The planning authonty may have only 

advisory functiont or jt ] 

Bowers These p 
far as It 


V TOybe dtarguJ with ccrmpleio exec’ibie 


e powers majA {jg delegated to it by the Legislature in_^ 
case of . H the Government of India Act In the 

In the M a^isory a«th\ .>nty there need not be any difficulty 
funr.f..,n!!i ^ Qo^ernmentaW anthonty the exercise of executive 
10 need not present ly difficulty There may he a comph 
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cation onlj if a quasi public autliontj out«icle of the cxeoutivo 
Go\cmment i- ‘■et up and if it is intended to vest this authont\ 
mth appropnate executue poiienj fho difficulty arises particularlx 
becau'se the posi ers of the planninp; anthoritj ill naturallj extend to 
the Federal Inter Provincial (or Concurrent) and ProMncial subjects 
if the Plan IS 1 ) be a comprehensive one and if it is to be worked 
on a national basis It is Lonteuded that from the constitutional 
point of evien tlie difficult! is not insuperable Much depend*' 
however on the *>111111 iii which the constitution i-" worked not 011 its 
iorm 

1 Iheii theic i'* the luestiyii whether the planning authoriti 
should be an t < bod> 01 a /cp eve tatue bodj Indian opinion 
favours tlie representative ivpo II mat of course be possible to 
effect a reconeihation of the t«i» tjptv m the Indian Plan 
h lUctnf B/fo t 

1 Jhe Oroveriiment vt India have alreadv coiimiitted them 
selve-j to H pohc! of state mterferenee in manv impoitant economic 
matters 

2 Heir etioris 111 the executive ^sphere have mainlj taken the 
iorm of inter departmental co operation Where non official or qua«i 
public authonties have been «ei up llie> have been invested mainlv 
vvitli adiisorv functions Staiutorj authoiities vested with appropriate 
executive powers are the Federal Hailwav Authority and the Reserve 
Bank of India The recentlv set up Mmistrj of Communications 
IS an illustration of Govemmeiuof planning: of transport co ordination 
and regulation hut it is not a comprehensiv e one \n instance of 
the advisory tvpe is the Tariff Board 

3 Provincial Govemmeiits have also been making an effort 
to plan some of tlior activities Development Departments have 
been established 111 most of the provinee*? end iviral improvement 
wQck. baa beea aennusLy t^ken in hand But the effort^ ace lauab 
too limited in scope and more or 16*8 desuUorv in character 

These then provide the background the context foi au ecouO 
mic plan for India The conclnaons set forth above provide the 

starting point of our effort" We now proceed to discover to what 
extent this backgroluid — the conclusions — can be adapted m the case 
of India 
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§2 

m AVKrT\TIO\ TO THE CXbE. 

The best to envisage the plan would be to split it up into 
a number of categone«! which though related to each other, would 
represent more or le^s clear*cot divisions of the subject matter to 
be planned It will be convenient if wo follow in the fir«t instance 
the divisions of subjects given m Schedule \TI of the Governme nt 
of India Actof 1935 Three lists are givenm that Schedule.namely^c 
Federal Last, the Provincial List and thoConcurrcntList Theauthon- 
tiesm charge of the«e hstsaretemtonalmcharacter Smcetheworking 
of the Plan will inevitably involve the question of jurisdiction it 
would bo helpful if the actual execution of the Plan is left to the 
relevant authorities accordmg as the subjects come under the Federal 
Provincial or Concurrent jansdiclion The Pla^itself must he 
/formulated bj a central authority in order to <ccure co-ordination 
and to avoid overlappmg of functions and waste The Plan it has 
already been emphasised ran<t be comprehcn'ivc m its scope and 
inational in its outlook The central autbont> it is needless to add 
should be competent to exersise the powers of supervision, direction 
and control over the provincial authonties and sneh other specific 
authorities as might be set up for the due fulfilment of the purposes 
of the plan. It should also be empowered to utilize the agency of 
the Provnncial Governments for the «ame reason It has already 
been contended in the preceding chapter that in spite of the autonomj 
of the Provnncial Governments the Government of India Act does 
not "land m the waj either of the setting up of such planning 
authorities or the delegation of executive functions to such authori- 
ties where nece«sary If necessary the executive functions mav be 
discharged through appropriate Government Departments 

Apart from the purely legalistic view of the question it is 
ident that the whole conception of economic plannmg demands for 
its fnlfilment a country-wide recognition of its urgency and impor- 
tance and the will the to work it If the spirit— the will to do it and 
to co-operate in the doing of it— is lac kin g, not even an Act of 
Parliament will avail ns, if on the contrary, the spirit is there it 
will fulfil itself m spite of the law Why should it be impossible for 
a central planning authority to command the spontaneous allegiance 
of the Provincial Govemmeatb, if the Congress Working Committee 
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iia« founcl It po-sible to <brect the Mim-lne'. of «e%cn aiitonomoii^- 
Provincfxi to fall lo lino nith the pohcj “^nd propramine a(loptefn)\ 
the Congre"'! High Command ? It the WorVingCommiiiee is conduct- 
ing the fight for tho emancipation of thecountrj on the political front 
the central planning authority would be directing the -ame fight 
on the economic front with this difference that the idea of the 
fight on the economic front does not implj a negatT\e creed as a 
purl\ political fight -eems to emhodj but a ^ast md Mgoioiis 
programme of national reconstruction The ical sanction in either 
ca&e will be proMclecl bj pubhc opinion Onl> the central planning 
aiUhontj and it' proMiicial njiuilerparls must descrxe it It nil 
hnie in de'cne it tor the public opinion is alreadj there 

Apart from the terntonal dmaioii' a sttonrl -ct r>t catcgoiics 
arises from the nature of the Plan itself It has alreadt been inchctte 1 
that the Plan must embrace the whole ot the economic life of the 
countrj It should include not onl> the deselopment and improve 
incjit of industries but of all the categories of oni economic 'ictititt 
AgncuUnre ilhge re orgamsalioii uiiemplovment transport and 
communications banking and finance trade and tommerce 
fiscal pohej national Cipenditure— all ihe<e must come within 
thescope of the Plan It n nece««arj toadd that for the better trorking 
nf the Plan each of the«c rategones ahonld be handed over to the. 
charge of a distinct aiitliontj Like the central planning atithontt 
these authorities «hould have where ncce«sarv their provnnoial counter 
parts But the^ will not be independent or even achunct to tlie 
parent bodies They will be like so manj sub comiaiLteev of the 
parent bodies In other words the membership of these specific 
authorities will be drawn from the personnel of the central or the 
provincial planning authorities as the case maj be opart from the 
experts or specialists who may be inv ited to join as co opted members 
bj reason of their special attamments or experience 

As regards the punciple to be toUowed m the composition 
of the®o bodies it is evident that we &haU have to make a compromise 
between the pnnciple of repre^sentatioa and the necessitj of seeurmg 
expert knowledge lluch of the work that the planning authorities 
will be called upon to do will entail expert or technical knowledge 
and experience Such knowledge and experience must be enlisted 
m the great task "We have of coots© referred to Sir Arthur Salter > 
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reality there will bo tho following authorities working in close co 
operation with each other Let us call the central planning 
anthonty by the name of tho National_Ecqnornic Councn.'prtmn--^ 
cial authorities by tho name of Provincial Economic Councils" and the 
••pecific orgnni 2 ations by tho name of Boards ' 

( 1 ) First comes tho National Economic Council The Council 
as suggested should be composed of the following categories of 
members (i) members representing tho^Legislaturo (ii) members 
representing the Provincial Economic Councils (lu) the Federal 
^fimstera (iv) members representing tho Tederation of Indian 
Chambers of Commerce and Industry (s) Experts jn Agnculturc, 
Dairy Forests Jlinerology and Irrigation, River Phjsics, Transport 
and Communications Banking Fiscal Policy and Rural "Work 
(m) Finance Ministers of all the Provinces (vii) Ministers of Agn 
culture and Industries of all tho Prorinces, and ( rin ) "Econoinic 
Exports 

(2) The Council of Action of the National Economic Council of 
■which the composition has already been suggested 

(8) Bureau of Survey Statistics and Research The Bureau 
‘.hould be composed only of trained experts and scholars 

(4) Boards There should be separate Boards, one each for 
dcvlmg with the major economic problems of the country The 
following may be suggested Improvement of Agnculture, In- 
dustrial Development Irngation and Power,_J7illago Reorganiza- 
tion Transport Rationalization Banking Reform," Tanff Reform 
and Unemployment and labour These Boards which would be 
composed of the members elected by the National Economic Council 
and exports with special knowledge of the problem to be discussed 
should have to work in collaboration with each other and with the 
relevant Ministries of the Government 

(5) The Provincial Economic Council The Council should be 
composed of the following categories of members (i) members 
representing the Pronneial-Legislatare (it) members representing 
the National Economic Council. Cm) members representing the Pro 
vmcial Chambers of Commerce (iv) Experts (v) Ministers of Finance 
Agnculture Industnes, Labour and Education (vi) members with 
special knowledge of economics 

'\ 
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(G) Eroviacial Bacoau. of Statistics aad Research consisting 
only of trained exports and scholars 

(7) Provincial Boards Tho Provincial Boards will nititrallj 
deal with subjects only of provincial interest 

(8) Tho Inter Provincial Council This Council, as provided 
by tho Government ot India Act is to be established by His Majesty • 
in-Council upon consideration of representations addressed to him 
by the Governor General that the public intorost would be served ' 
by its eslablishincnt Tlio scheme presented liere makes tho Ccviueil 
a part of the planning machinery to deal with matters of inter- 
provincial interest It shonld consist of the Chairman of the National 
Economic Council as President and tho Chairmen of the Provincial 
Councils as members together with such other members as the Goa er- 
nor General might from time to time nominalc 

It IS desirable that the Federal Prime Minister or a public leader 
of all'lndia reputation in whom all the communities should hay e 
eaual confidence shooid Ixi tho President of tho National Economic 
Council In the caso of tho Piovmcea lioweier, iho Premier of the 
Province might fittingly be tho Prosident of the Council, and one 
or the other of tho Ministers might preside over tho Provincial 
Boards 

All decisions of tho Councils and tho Boards must be by a 
msyonty of votes but tho executive authority shall in every case vest 
in the respective Presidents or Oliairmen 

h 4 

TItr TOOCEDimi 

The actual procedure to be followed in the setting up of the 
plauniug authorities must necessarily assume the co-operatioii of the 
public as well as the Government The following procedure may be 

If legal opinion favours this it is possible to set up the planning 
authorities armed with the rcqaisito executive powers as proposed 
above within the four comers of the Government of India Act each 
of the Provincial Legislatures should ask their respective Govem- 
raents by means of a resolution under Section 103 of the Govern- 
ment of India Act to move the Federal Government to take powers 
to regulate all matters m the Provincial Legislatu e List such as 
6 
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would come under the scope of planning , and the National Economic 
Council might be given the neccasarj powers for the purpose bj 
means of a Federal Law In sncli a case the National Economic 
Council (or the Council of Action acting in that behalO and the 
Provincial Economic Councils should have full executive powers for 
implementing the plans adopted bj* them 

If legal opinion decides against the possibility of establishing 
such planning anthontiea withm the four corners of the Government 
of India Act the Fedenl Legislature as well as the Provincial 
Legislatures should adopt identically worded resolutions recommend 
mg the establishment of the planning authorities proposed on an 
advisory basis it being understood that the recommendations of the 
appropriate authorities should bo implemented as a matter of course 
by tlie respectiv e Governments and by the inter Provuncial Council 
os the case might be His Majesty s Government might also be 
moved to take stops to amend the Government of India Act in order 
to malie the establishment of such executive authorities per 
missihle 

The resolutions to be adopted by the Provincial as well as the 
Federal Legislatures should recommend the Federal Government to 
appoint a National Planning Commission to report upon the essen 
Uals of a suitable economic plan for India and upon the composition 
and powers of the different planning authonties to be established 
for carrying out the plan The Planning Commission should 
necessarily act in an advisory capacity the actual formulation and 
execution of the plan devolving upon the planning authonties to be 
fct up or the Government as the case may be The Commission 
should concern itself with the broad pnnciples and policy that 
should determine the content and the purpose of the Plan 

When the planning authorities both at the Centre as well as in 
the Provinces have been constituted their first task would be to 
collect the necessary data and information to provide the basis of 
the Plan The different Boards should then be asked to submit 
their indiv idual plans in the preparation of which the utmost con 
sultations should be held with the interests affected oi likely to be 
affected by the Plan These plans must specify in each case the 
extent of financial obligations that the carrying out of the Plan 
would impose and the legal difiBcuIties if anv that might arise m 
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the cowrie of tan-jiiij; «\il the planv The ^>ational Etonomto 
Council should also mvito (he Provincial Economic CounciK to 
submit their rc'pectue provincial plane Before ‘•nbmitting sticli 
provincial plans the Prov incial Council should ask their o^un Pro 
vincial Boards to formulate their individual plans and these topcthi i 
with the provincial plans «!liould ba submitted to the National 
Economic Council The mdividiial plans prepared bj the Provin- 
cial Boards should he sent to the Central Boards n ho must give due 
coD'sicleration to the provincial proposals before formulatinfj their 
own "cheme'- ThcbO schemes must incorporate the provincial 
schemes subject to Mich modifications a^ might be decided upon 
If necc«sar 5 joint consultations should be arranged between the 
National and the Provincial Roaids for the ehicidatinn of anj 
difficulty or for further information When the National Board® 
hav e formulated the plan« those should be submittetl to the Nationvl 
Economic Council Tlie National Economic Council would then 
address themselves to the formulation of a draft National Plan which 
must elearlj indicate the responsibilities of each Province in the 
matter of working the National Plan on the basis of the Provincial 
Plans as modified bj the recommendations of the National Boards 
and the reauircments of the National Plan The opinion of the 
Provincial authonlies 89 well as the public should be mvitevl on the 
dralt plan after which there should be another sitting of Oie National 
Economic Council for the purpose of the final consideration of the 
Plan Whan the Plan i* finally adopted a Special Committee should 
be appointed to consider the financial burdens devolving on the 
Federal Government as vrell as tlie pronncial unit® The Plan 
must specify each of the different stages, in which the scheme should 
have to be completed The CouucU of Action should take care to 
see that the specified schedules aro followed 

All this, however deals wnth what we maj describe a® the objec- 
tive aspects of the busme'-s of plaaiung The demand fora national 
economic plan must first come from the nation itself 411 the eco- 
nomic communities must share in the demand The demand mii“>t 
be based on the, consciousne«s that the working of a National Plan 
reiiiures tremendous sacrifice- The national support of the Plan 
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must be based on the recognition of the object of planning as one 
which has tho support of 6\ery commiinity It must bo based on 
the recognition, further, that the object can not be attained save by 
the methods proposed 

The sacrifices which planning entails are not neccssanly mone 
tary sacrifices No doubt tho cost of planning will bo a heavy 
one But the burden can perhaps be distributed m accordance with 
the principle which can have no monetary equivalent It involves 
interference with private and \ested interests for a good that is 
somewhat distant and with which every economic interest may not 
feel equally identified Nob that there has been so far no inter 
ference with private interests But the scalo and extent of inter- 
ference which the working of a comprehensive national plan assumes 
IS naturally foreign to existing traditions What is required is an 
espnt de corps When we realise tho present state of anarchy m 
the economic world and tho predominance that private end sinister 
influences often attain in that world and which often tbnve m 
a state of perpetual maladjustment to count upon the spontaneous 
emergence of ft team spirit seems absolutely utopian Naturally, unless 
the weight of public opinion is strongly cast on the sido of those 
who advocate the initiation and execution of a national economic 
plan as the only way of rescuing India out of the morass of eternal 
misery and despondencj it would be futile to talk of planning 
which means that public opinion should be mobilised and educated 
into the necessity of national planning of our economic life Here 
comes the role of political leaders It should be their business to 
' enlist not only the support but the enthusiasm of the people for the 
cause of planning The dnve of tho great political organizations of the 
country is necssary for the purpose They should each adopt a 
complete resolution on the subject m their annual sessions and thro- 
ugh the press and the platform popularise the idea They should influ- 
ence the Chambers of Commerce and other commercial and mdost- 
nal organizations to do the same 

If the initiation of the Plan requires tho mobilisation of public 
Opinion in the manner indicated above its working is to an equal, 
if not greater, extent dependent upon tho continued moral support 
of tho people The success of the Plan will depend upon the moral 
quality and resources of the nation that it can enlist We have 
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already dnclt upon the Eecc&sitj of the ‘•pint of sacrifice Other 
qualities that are rf.qiiirod arc honesta officienej and discipline 
Without these no planned attack on the economic problems of the 
country is possible There should be absolute confidence in the 
honesty and integritj of those who would constitute the plannine 
authontie'< and thc‘-e on tlicir part nHouW be de-ervinfr of (his con- 
fidence in the highest degree None but those who ha\c had the clean 
est record of public service should be callcc! upon tu sit on one or the 
other of the planning committees They should he selected indepen- 
dently of party labels When a decision is made by a planning 
authority it should bo sstnctly followed and the nation should be 
rigorously trained mto the art of obedience That i«i an essential 
condition of success No doubt there might be mistaken decisions 
for no man is infallible but it is better to make a wrong decision for 
the Baho of a great cause ami soffer for it than to affect the airs of 
negative statesmanship like our proverbial Nandalal to bo always 
critical to bo always conscious of difficulties that cannot be over- 
come and to regard the seething humanity of India like so laanv 
/Tofsnnv and jetsum caught m the whirlpool of a ^ure economic 
annihilation ' 
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THE QUESTION OF A TIME LJmIT 

Before we pa^s on to the consideration of the specific problem? 
and proposals for the planning of the diverse categones of our 
economic life it may be worth while to tarry a little and consider a 
few more general iiuestions relalmg to planning 

The first question IS that ofa tuneJimit The Russian Plan has 
perhaps set the fashion m this respect There is alwajs an attraction 
for the defimtene«s that a time limit seems to suggest The working 
of the Plan al«o becomes more amenable to control and supervision 
if it IS earned out m definite stages according to a time schedule 
There i« as it were a quicker turnover of national energy and there 
fore a more effective utilisation of the same if a definite output la 
demanded withm a given period of time Pmally if the demand is 
fulfilled within the given time the pnde and the glamour of achieve 
ment becomes in itself the cause of a further impetus to still greater 
achievement during the next i-tages of the scheme It is well known 
that the Bin>5ian Plan was able to command so much national 
enthusiasm that the actual achievements daring the first five 3 ears 
of the Plan exceeded the ongmal expectations by s eubstantial margin 
m almost every direction * 

■While these are certainly arguments m favour of prescribing 
a definite time limit within which the Plan must be fully worked 
out there are arguments which suggest that the prescription of a 
time limit in the case of India is neither practicable nor desirable 
It 13 only a truism to say that Russia is Hot India however much 
our sympathies may he nith the former in her fight against poiertj 
exploitation and the general spint of defeatism and fatalistic despair 
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that had bei>n Erni^Mn? into the of that couiitrj under the 
Czarist rcsime until the Ilevolution broho out Our otru condition" 
to-daj* resemble no doubt much of the eonditioiis prenilinc m 
Ru'SH in 1917 and yet for obMous. reasons it uonld be imprtcti 
cable to insist on an exact parallelism with rcganl to the Russian 
Plan and the Indian PI in that might be proposed TV^e need not 
disciiss the reasons m dctiil except to mention tint when Russia 
formulated her plan (should wo sa\ plana •* ) '-he had a stroag 
co-ordinated s\ stem of control for working it and "ccondb that the 
had complete and unrestneted frceilom to regnlnte her economic 
policj with the solo purpose of gmng effeet to the plan and support 
mg It in eten possible wii \coUecmi-t regime protided perhaps 
the only po sible incdiuoi thiough which efforts of such ft magnitude 
conld matenahse The Goternment ha 1 to t-snaie unprecedented 
powers to gitc effect to the plan and to niakt all efforts at "nbotage 
ft dftngerous pa«time for tho enemies of the plan There is thus a 
fundamental difference between tho circumstances m tlie midst of 
which the Indian Plan is to work and ilie circumsttiices lu the 
midst of which tho Euseiau Plan was worked Even if India had 
a National Governmcur~llie exurouce of tested interests and other 
limitations would hato made too quick n forcing of the pace a 
mutter of insuperable dilEcultv Tho fact however that India is 
'still ft long way to go before she reaches her goal of complete indcpon 
dence and that the Government of India A.tt of 19i5 allows her 
only a very limited freedom to act are very real obstacles in the waj 
of India adopting as drastic and thorough going ft plan a" she might 
indeed wish to adopt To insist therefore on putting a time limit 
within which the plan must be worked out will not as matters stand 
at present servo anj useful purpose There is a further point to const 
der m this connection If after prescribing a time limit it is found 
that the plan cannot work np to the gi\cu schedule it ina> act as a 
damper and it is of the greatest essence that the succesfal working 
of a plan which is bound to involve ft good deal of sacnfice at the 
outset should always be supported bj an enthusiasm keyed up to 
tho highest pitch It might be noted that even tho^Ru^iau Five 
Year Plan was preceded bj nn experimental pKn for the results of 
th© National Economic Poliej were the basis on uhich the later Plans 
were built up The Natioual Recovery Admimstration of President 
Roosevelt was also preceded hv a hnef period of inoubatiou 
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The Indian Plan therefore must naturally c ontain an e xpen 
mental element In order that the expenmont might not fail — failure 
would be'disastrous— the Plan must be very carefully prepared The 
proposals must m other words avoid being much too ambitious or 
idealistic to be within the reach of the efforts that we can possibly 
put forth It IS for these reasons that the importance of economic 
and statistical surveys and the collection of accurate data have been 
emphasised as essential pre requisites for any scheme of planning 
The proposals that have been made in the subsequent chapters are 
based on such data and information as the author has been able to 
gather New facts or new light on old facts might very well necessi 
tate the modification of the conclusions reached In other words 
the author does not claim anj finality for these conclusions They 
provide only a tentatno basis for a full fledged scheme which can 
be prepared only when all the necessary statistics with scientific 
interpreparations thereof are available Poland tool six months *(0 
complete a comprehensive enquiry into the conditions and cost of 
production and trade including electric power * Even if India tabes 
two years to complete such an cnqmiy (much of which has already 
been anticipated by different Committees and Commissions of 
Enquiry) the tune as we have olretdy indicated would be well spent 

§ 2 

fTNANCE 

Reference needs also to be made to the question of finance 
The question of finance is a throe fold one In the first place there 
IS the general question of the financial resources of the Central and 
the Provincial Governments and of that part of these that can be 
available for nation building purposes Secondly there is the 
question of the cost of Jha—schomes forming the Economic Plan 
Thirdly there will be the cost of the Organization 

So far as the first of these questions is concerned the subject 
will' he tfeahl wtih more faliy m a suhsequeot chapter The question 
of resources includes the question of the existing resources and 
that of the posstbihtj of augmenting these resources in the future 
whether by taxation or by borrowing It is well known that the 
*See a fe p and 9 
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Nienjeyer Report did uo more than place th** ProTincial GoTemme'its 
on a care and maintenanc#* kasu Anv erpansion of revenue mtb*^ 
therefore be looked for either in the incTei'** of pro?penty or in 
increased taxation One of the mam ohjecta of the Plan vnll ot 
Poar:e be to provide the ba.ns for an all round incre3«* m the pro- 
penty of the nation vrhich wiU p«n powi enhance the taxable 
capacity of the nation Bat the Plan ma-t take its «tart in a general 
condition of adversity The average annual p'’t enpita revenue 
in the Provinces vanes befween Re 16 m the ca e of Bihar to 
Rs 7*9 in the coae of Smd and of this amoont a enb *antial part 
in many Frovmce^ more than V) p«>r cent gocj to bqtudate erpen- 
ditnre irhich is more oi le ' charged to r'^enn** Por instance 
thft Prormcul I^gi. lature cannot tonch the •.alane>. and allotrance>» 
that are paid to the member? of the Impenal Sernce* -It the 
Centre the pontioa i> stUl wor=« Hore than twi>third_ of the 
expenditure is beyond the reach of the member? of the Central Leg^*• 
latore being cks ed as non votable Since a «ub“tantia! part of 
remamder in either ea.e«» Is eaten np in meeting the cos* of the. eml 
establishmen*’ (even erclusire of the eipendimre that is charged) 
one can irell imagine the sue of the balance that remains for expen- 
diture on natioa buildiag activities Smee on top of this tve have 
to consider the fact that the newly elected popular Legislatures are 
committed to a policy of reducing the incidence of rent leading 
ultimately to a reduction in the laud reveuue a pohey of prohibition 
which i« hound to deplete the prcnneial excise reveniie to msigni- 
ficant proportions and the policy of protection for industries which 
13 bound to be accompanied by a fall m the customs revonae (until 
la coarse of time it is replaced by the imposition of compensatory 
excise duties on local manufacture*') the urgency of finding addi 
tional sources of revenue to be utilized m promoting and developing 
the nation bmlding sctmtiea b^’cemes obvious In other words if a 
Nation al Economie _ Pia n la In b e complfetply rrorted ont the country 
"tU require to raise additional resources and the nation miirt be 
prepared to foot the bill It need hardly be added that even if it 
means additional taxation, these taxes need not come out of the 
pockets of the poorer people In fact it will be one of the 'ta-'lcs 
of economic plarmmg to plan the taxation and tariff «nTt-em of the 
coontty ui such a way that the present dispanties in the burden 
or taxation as between the neh and the poor may be removed 
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On the question as to how the additional resources are to be 
raised it must apparently be decided on the merits of the case 
Certain general pnnciples may however be laid down "Where any 
expenditure leads to an improvement of the capital assets of the 
country and the benefits are likely to accnio not only to the present 
generation but to the future generations as well there is a justi 
fication for meeting the expenditure by means of a loan rather than 
by taxation In the former case the expenditure will ho in the 
nature of an mvestment and the loan will be serviced out of the 
increased prospenty resultmg from the investments In the latter 
case also borrowing is preferable to taxation because it would be 
clearly unfair to charge the existing body of taxpayers with the 
whole burden of the expenditure when its benefits are shared equally 
if not more by succeeding generations as well Similarly on 
practical grounds it might be desirable to meet a certain expendi 
ture by means of a loan if the size of the expenditure were such as 
would be beyond the capacity of the existing body of taxpayera to 
meet provided of course the expenditure is considered to be essen 
tial in the public interest such as cannot be postponed or split up 
over a number of years 

So far as the question of national reconstruction is concerned 
it IS evident that the aim of reconstruction ”13 two fold It 
aims at a definite and considerable increase in the national produc 
tive power It aims secondly at rationalizing the existing expen 
diture In so far as the first aim is concerned it should be 
fulfilled by means of loan An analysis of the move 
ments of capital in Europe during the period of reconstruction 
following the "War will show the extent of the lendmg and borrowing 
operations Even before the "War the international economic 
organization of the work, called for an increasmg flow of capital 
almost wholly from "Western Europe and largely from Great Britain 
to the developmg new countnes The following Table shows the 
extent of the employment of British capital (as at December 1913) 
publicly invested in Other Lands 

Loans to Dom nion and Colon al Oovernment £675 000 000 

Loans to Fore gn Governments 297 000 000 

Loans to Mumc pal Oovemments 152000000 

Ea Iway secur t es 1 531 000 000 

Other nduatnal undertak ng 1108000000 
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Bj 1920 the total ^ olume of Enti'-h m^estments o%er=cas 
estimated at £3 738 000 000 A considerable part of these in\ost 
montv took the form of lone term non goveHimental investments in 
%vhich London plajed the dominant part Other countries a!«o 
not ibly Franco and theU S A after the War indulged m large 
scale lending operations A large number of countries on the other 
hand figured as borrotters hot all the borromng and lending 
operations ^cre indeed meant for mdu<)tnal investments But tho 
point that It 15. intended to convey IS that it nould not involve anj 
departure fiom current economic practice to use the credit of 
a country for purposes which tho national budget is not able to 
meet Whether India will use her credit with foreign countne^ 
m this vaj and whether the naUire of Indi& s trade w ill bear the 
burden of ouch lo&ne is a matter to which the Financ© Minister 
of the Government of India as well as th#* Provxncwl Mvmsters of 
Finance will hav e «ooiier or later to apply their ^llud^ The total 
volume of India 8 cstcmal debt is elrcadj e- huge figure A great 
part of it however is of an unproductive nature or has been in 
cuired to meet the impenal obligation? of Great Britain 

The total volume of interest kcanng obligations of the Government 

of India amounted m 1932 to a little over 1 200 crores of 
whioh til© value of the loans held 111 England including war contn 
butions account for a little over 500 crores The National 
Congress has established a clear case for the re adjustment of the^e 
debts as between India and Great Britain Even tb© Government 
of India have made repeated protests against many of the items of 
India s foreign obligations Not only on the grounds of equity 
and justice is there a clear case for a re adjustment of the public 
debt of the countrj but also it might be contended that under tho 
Government of India Act of IK8 and that of 1915 the revenues of 
India could not be applied except for the purposes of the 
Government of India alone* and as Prof K T Shah t has pointed 

•Set-liofl 20 of tlie Atl of 191o Tlie rerenues ©t Imha shall be received for 
and in the name of His ilajcsty and shall sabject to the provisions of the Act 
be orplied lor the purroacs of tbogovemiiicnt of India alone 

c! also Sect on 150 (1) o! the Rorerninent of India Act of 193o No burden 
shall bo imposed on th« t6%enoes of the Fedcwtioa 0 * the provinces except for 
the perposes of India or some part of India 

tSee article By Prof K T Shah in \ ol III (London 1934 ) 
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out, the war contribution of 1918 — and in fact many of the other 
items of the external debts of the country — can by no trace of 
interpretation be regarded as ‘ purposes of the Government of India’ , 
«o that there is a clear case for a transference of the burden that has 
been unjustly foisted upon India to the Bntish Exchequer m whose 
interest and for whose benefit the burden was incurred It may 
therefore be assumed that such a re adjustment of the external 
debts of India would result in a substantial reduction of the public 
debt of our country In any case for the purpose of dev eloping 
the national assets of the country, there ought to be no difficulty 
in utilising the public credit of India for the purpose of raising a 
national loan abroad if such a loan cannot be locally 
obtained 

It is of coarse, quite possiblo that the w hole of the nation al loan 
may be subsenbed by^_the_natioiv4tself. — Foreign loans involve a 
certain inevitabla^drain of wealth from the country when eiery 
single pice may be wanted to strengthen the purchasing power of 
the country The service and repayment of such Joans also involve 
a great strain on the trade and commerce of the country Of course 
our trade may be «o planned under the scheme of national planning 
that the service and repayment of the loans may be provided for 
by means of exchange agreements Even then preference should 
always he given to internal borrowing as it keeps the money in 
circulation within the country The Government of India and the 
Provincial Governments as well as the public and the semi public 
bodies enjoy an unusual degree of credit with the Indian investors 
even at such low rates of interest as are prevailing now A National 
Reconstruction Loan issued under the authonty of the Government 
is sure to he well received by the Indian public Any undue dis 
turbance of the capital market may be avoided by issuing the loan in 
stages or separately, for financing the different plans as and when 
the occasion an^es 

The second aim. of national-reconstraction, Referred to above is 
the rationalization of public expeuditure-^liivinvolves two processes 
It involve<! fii^yTthe'traiKfefence of expenditure as far as possible 
from unproduct ive serv i ees to p roduebve and from f,ecnnty 
services to nation buiJdmg services 11 'involves,, secondly an 
increa<=e of the nation building budget evep_after providing for iJie 



PLA^^I^G THE PLAN 


53 


transference of eTpenditnrc from the less important channel'- This 
means increased taxation The poor taxnble capacity of the people 
no doubt sets a limit to the po-Mbilities of increased taxation but 
as unll be shown m a later chapter there is considerable room for 
tapping sources that ha\e -o far CMtaped altogether or ha\e been 
bearing le«s than a proportionate "share of the bimlen It is not 
possible to anticipate with anj degree of exactitude the amount that 
can be raised from increased taxation but there is no doubt that a 
good maii5- crore® of nipee"- tan be raided Agricultural incomes 
death duties foreign incomes exports and imports of treasure — these 
are "-ome of the items which might be profitably considered bj the 
future Finance ilmi«ters m search of extra revenues 

So far as the co st of the KanonalEIan itself and of the separate 
pl ans ar e concerned it will be dealt with "-eparatelj under the differ- 
ent plans It maj be stated here that just as it ha® been considered 
impracticable to set a limit to the time it will aLo be impracticable 
to set an absolute limit to the tost of the scheme The only limit 
that can be set to it is provided by (I) the amount that it nould be 
found necessarj to borrow for financing the schemes of deielopment 
and tins agaui is limited b> the umount that the national budget will 
bo able to spare for the »erMce of such loans (2) the taxable capacity 
of the people and (3) the smoimt thit can be dnerted from the 
secunt3 services to the natioual services m the existing budgets 

An regards the cost of Organization it should be regarded as a 
bpecul privilege and honourTb 'erve oir-the planning councils and 
boards It therefore proposed that only the actual expenses to 
be incurred by the members by way of travelling and other inci 
dental expenses together with a daily allowance not exceeding 
Es 10'- per day should he paid to the members This of cour=o 
excludes to the cost of bringing experts from foreign countries 
-where such experts are not available ui the country The organiza- 
tion of the Secrctanat shoold also be simple The Government 
Departments should help m the work as far as possible The Secretary 
to the Councils and the Boards should of course be a whole time and 
salaried official in each case His salary should not exceed Es 500 per 
month It IS also desirable that the Chainnan of the National 
Economic Council as well as of the Provincial Councils should al«o be 
whole time official® It is of course to be preferred that like the 
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office of the President of the Indian National Congress the office of 
the Chairman should also bo an honorary one But if suitable 
persons be not ailablo for such high office on an honorary basis, a 
mazimum salary of Rs 1 COO may be alloived to the Chairman 

§3 

THE PUia*. 

It has already been indicated that the National Economic Plan 
will be based upon (1) Provincial Pl ana a nd-(23_Beparato plans for the 
specific categories of economic activity ^ch as agnculture, industn- 
es, trade and commerce transport and communications tariff and 
taxation finance and banking etc The specific plans relating 
'■ to these categories will presently be discussed in detail as it is 
these plans that constitute the mam fabric of the National Plan 
No attempt has been made at any exact precision but the general 
considerations bearing on the formulation of the plans relating to 
the particular categones haxe been presented A cut and dried 
scheme cannot be laid down without a fuller access to all the data 
and information, that are required than are at present available to> 
gether with information as to the extent of the willingness and 
ability of the Government of India as well a« the Provincial Govern- 
ments to fulfil their own share of the obligations in respect of tho 
plans This cannot be settled without mutual consultation and 
without reference to the respective legislatures 
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^ nIPP1■rr^^CE OF TVTIaTIC 

mponance of correc '*3 j los his been eniphaji-ed la 
more than one place m the prevnoa chapter* The knotrledge of 
the facts bearing oa any p'*rtictt!ar <ni“-*'ioa l> the os* thing e-*sea 
tial that prerent as froo being nerelr opimona e In the osodem 
TTorld 3s*at©^3nora poll ictaa far Ie» an eoocomir* trill «oon 
be oat of court if he tended to beconene’^Iy opiaionate Farther 
It IS only by baing our knowledge on trnc fac* and info-iaatioiL- 
that tre caa hope to achiere «ucce« In the wel or of confiie mg 
opinions and intere -i fac s proTide the only hee anchor for the 
‘»tate«raan and th* patno S atutic >- 1 to define it rerr ronghlv thp 
s cience of Oa the rrm pillars of fatrs, and figuie5>Trfll 

re-< the national poUcr of CTcrr countxv "fThctc fignrea and facts 
assume «o much tmportaace the correct ta(i>Tj>ref(tti/}n of such. 
figare« and facto becomes as e ential for the formulation of d tru® 
nabooa] policy as the careful collection of the relevan’^ data Ye* it i®: 
only recently that the attention of the "chold'nc trorldhas begun to be 
systematically direc cd towards the •=*ndy of «tati.hc3 as a separate 
subject worthy of the mo t carefoJ and senoti- attention. No doub* 
indiTidnal wnters bad in the adopted the «*a i::tical method 

for their mvestigations bnt the derelopment of '^atirtics a« a distinct 
“abject of study and the provisioa for a sytematic cultivation of 
the science have been a matter of comparatively recent m*ere':t In 
Ini^ the study 0 ^ <5*atistics is practically mis infancv Afew 
nmvemtiea have incorporated a coarse m s*atir*ics hut there is little 
non-official interest outside of universitie Even in the Govemraeat 
Departments there arc few offimala with the necessarv knowledge 
and training in statistics with the result tha the Govenunent reoo’^s 
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suffer very often from an incoirect, and at times from >Jnased, 
presentation Nor are the data on ■which the statistical publications 
issued by the Government from time to time above suspicion.t. 
They are very often indifferently collated and edited This colossal 
deficiency in statistics is one of the greatest drawbacks ^in the way of 
formulating the right national economm policy for I ndia In the 
formulation of the Economic Plan, the pnde of place must be given 
to the organization of statistics In other words, before the National 
Economic Council proceeds to prepare the Plan, it must have access 
to the fullest statistical knowledge bearing on every question with 
which It has to deal This means that there must be as complete a 
statistical survey of the country as possible 

Such a statistical survey must have three main objectives behind 
it. In the first place, it is necessary for us to stand back and attempt 
to make a complete and thorough diagnosis of the present economic 
position The diagnosis having been made, it is important, secondly 
that records should be kept up so that the Government and the 
representatives of the people in the legislatures or elsewhere may bo 
able to keep their fingers on the economic pulse of the nation 
Thirdly, it is of growing importance that the people of India them- 
selves should study and understand their economic position m a 
scientific way 

Fortunately the Indian people as well as the Government have 
been awakened to a sense of the importance of statistics Ever since 
the days of the late G K Gokhale and M G Banade, there has been 
an awakenmg of interest in the study of facts and figures, based 
mainly on tbe recognition of the value of the aphorism that an ounce 
of fact IS worth a ton of precept. These studies were, however, not 
as objective as that of a science should be They were often preju- 
diced by the reqmrements of a pre conceived end Facts were often 
selected or interpreted in a manner so as to subserve such an end 
That such a point of view defeats the very purpose of statistics and 
IS ultimately against the interests of India need not be emphasised 
Fortunately, fncfian students nave taken up the study of statistics 
in a scientific spirit not only m the IJniversiiies but also under the 
guidance of non-official bodies One such body is the Indian Statis- 
tical Institute which was started m Calcutta in December, 1931 under 
* See iganfcAsra Oct 1931 p 476 
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the abl' gtuflanc® of Profe JorP C ilahalaaohis of the Presidency 
College 'VTithm the «hort spac»- of year* it ha? ea”n>"d no* only 
the lecognition of the Provincial as ■well ft? th» Central Government 
but aho of international institutes Ta» objec's of the Institute 
are (1) to promote the 9*udy of sta*ia*ic* bo'h pare and applied 
erell as allied *nb)ects and (2^ to provide for research and iiis*mc*ion 
for the advancement of the s*ndy and disaemmation of the knowledge 
of 5*8*15*10' and allied 'mbjccta The Institute ha* branches at 
Boinbav Poona and Mv^ore It is in *>hor a pioncenng ms*itu*ioa 
of Us kind and la doing a good deal of opade work in addition to 
Its normal dntie* for the *>ndv of s*a*is*iC5> in all his branche- and 
ronsing public interest in such 5*ndy In a vas* eoun*Tv like India 
the work of such an institution coaduc’ed by trained scholars 
working with a purely ob)ec*»ve a*tnade cannot be too strongly 
commended 

% i 

TEE VEEP roe a «TaTl3nCAI.OPQ45U4ATIOV 
The esiateoce of nonnifBcial interes* in sta‘’is*ical work la 
particularly ralnable from one point of view It has awakened the 
pubbc conscience again*: the many deficiencies of official statistical 
publications and this has led to effort* on the part of the Government 
to imprcnre the s*aU»ncal organization of the country. As the Indian 
Economic Enquiry Committee (lOio) point out in their Report ‘ the 
tune has amTed when a surrey should be regarded a* an indispensable 
preluninary to the formulation of econonuc policie* and the treat- 
ment of many of the larger problems that an-o m connection with 
the economic development of the country ” The following opinions 
and views quoted m the Report will also prove of interest Thua the 
official Year Book of Canada for l9iS-23 state* Statistics are no t 
merely a reco rd of what has been, butjue for use in planning wh at 
*liau be , u is the doty of a ^atistic^ bureau to a*aist direc tly m 
\be day to day probUtns of ftdmipiatration as well as to prov ide 
their theoretic b ackground One of the most signific ant of recent 
divc lopmanta va admiaistrotion is the extent to which statis tical 
orgauiz ation ha s been incased a s a emde to national uoilc v^' 
Rr K. -ti. Ooata Uomlnton btatigtican. of Canada writes ‘ Organued 
co-ordmated effort is essential to the progress of the administrativo 

equipment of the country emd the statistics are the comer-s*oiie — 
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th® basic organization without which the endeavour to meet new 
situations will be seriously handicapped *' Again Mr G H. Knibbs 
formerly the Commonwealth Statistician of Australia m a paper 
read before the British Eoyal Statistical Society in January 1920, 
said “A Department whose duty it is to keep the Government, 
publicists, and the economists and the nation generally, informed 
as to the movement of every important activity in it, and of popula- 
tion facts is of obvious value if intelligent direction is to be given 
to national affairs or an intelligent study of them is to be made 
possible To a large extent, existing statistics are a side product 
of various government or other departments produced mamly as 
a sort of public advertisement of their activity or for departmental 
use each acting on its own initiative the whole unco-ordmated and 
often without appropriate technical direction ’ * These observations 
as tbe Committee point out, apply mufalts mutandis to the conditions 
of Bntish India 


The Committee accordingly propose the organization of a Central 
Bureau of Statistics for the purpose of conducting statistical surveys 
and enquiries, with which should be associated Advisory Boards 
The actual organization suggested will be presently discussed but 
it may be mentioned here that the need for setting up an Advisory 
Committee for Indian official statistical publications has long been 
felt in the country A wnter who contributed a Note on th© subject 
to the Sanihj/a, the Indian Journal of Statistics, quoted certain 
interesting examples drawn from Government publications which 
suggested an absolute lack of co ordmation in the preparation of such 
pubhcations Terms are often used with difierent meanings in 
different publications and in some cases the writer of a particular 
report may not know of what another writer has already written 
Facts are often presented without due care or checking It is thus 
not at all remarkable that Professor Karl Pearson of the University 
of London should have felt impelled to refer to ‘ two or three papers 
from India prmted for Government pubhcations which show a 
lamentable ignorance of statistical training, while mdnlging in quite a 
wide range of statistical mathematics ’ * 


* Eeport of the Indian Economic Enqmty Committee 1925 p 6 
tMr J M Datta The Need of an AdvisoTy Committee for Indian Official 
Statistical Publications (iSan^Aya, October, 19^ p 435) 

t Professor Pearson wntmg to Professor Mahalaaobis dated August 
15, 1933, published in tbe SanK?trfa October, 1934 
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§ 3 

niE Eirntia DEtrciEsoifs 

V7e may now turn to some of the delect? and deficiencies of 
the existing statistical pnblicalions axailable m the countrj The 
foUovang; are some of the defects that have been pointed out by the 
Indian Economic Enqiury Committee — 

fi) The production statistics are dccidedlj incomplete ’ Esti- 
mates of production of thft eonotrs have Tieea prepared by 
non-official experts but no attempt has been made to Iruig together 
officially statistics relating to vanoua kinds of production together 
vrith their value incompletR as they are 

(ii) figures are available o f intern al trade these having 
been discontinued as the result of the recommendations of the Inch- 
cape Gomm^ttee 

(ill) Ko information IS a\ailahle about motor vctu clgs used in 
transport or boats " 

(iv) Tho vital statistics aro said to bo complete enough but the 

agency for reporting them is not reliable 

(v) The agricultural statistics inspite of their bulk donot pro- 

nde material for ded ucting eithe r the qua ntity or value mlKelotal 
agricultural pl-oduction * ' 

The provinees now pubhsh separately fho area only under the 
mam crops The minor crops are lumped together The crop ex- 
pemnents for the purpose of deterauning the standard yield are 
confined generally to the principal crops No systematic experiments 
are conducted for the purpose of determining the production of 
the minor crops The Indian Economic Enquiry Committee how- 
ever, thought that it was not necessary to take a detailed census of 

• While the total yield (a eaiim&tedm v«sp«ct ot tha ptiacipal crope, not 
even the area is givcn-scpaiataly— for ininor-«nd'-an3:e<l crops The value is 
worked, ant only £or certain crops in eotne ot tke provinces while in 'iladre.s 
and Bombay complete estimates of tiie v^ne of aOTcnlturol production, for a year 
have been prepared through the enterpiiso of individual officers Sosno witness 
es consider the record oi area to be anielisble , others hold that tho yield has 
no reliable basis In tracts under permanent aetUement tho estimates of area 
and yield are prepared from reports made by ignorant and low paid police 
choufndara The wholesale puces at which the value of agncoltural onttam 
13 calculated are considered m certain proviuces to he untrustworthy There 
can be no deoring the fact that from the point of new of economic data the 
ajncnltucal statistics are defective -^Sepoit of the Indian Economic Enquiry 
Committee l!)2o, p 17 
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agricultural production In view of the existing deficiency which 
the present agricultural statistics rereal and in view of the ralue 
and importance of such stabstics to India it seems desirable that 
every effort should he made to collect a full and comprehensive 
statistics about the condition of the crops, the yield and the changes 
m the prices as far as practicable 

(vi) Ko statistics are avail able about the quantity and value 
^of fruit and vegetable production”” 

(vii) No statistics are available about pa storal and dairy farm 

production ~ 

(viii) No regular cattle census is i ahen and such census as 
has been talen is not complete 

(ix) The statistics relating to fisheries is also far from satis 
factory and the information given is quite incomplete 

(z) The statistics relating to organized industnes that is 
mdustnes governed by the Indian T'actories Act is ats9~hopelessIy 
incomplete Information about the production of manufactured ' 
goods IS available only for some of the mdustnes The publication 
of Large Industnal Establishments contains only a list of establish 
ments with the number of employees The values of outturn are 
given in no case nor are the quantity and value of the raw matenal 
used given except only in a few cases { e g in the case of raw cotton 
and ]ute ) 

(xi) The matenal relating to production from cottage mdus 
tries 13 exceedingly meagre Beyond localise3“spasinodic efforts 
no attempt has been made to ascertain the total production of cottage 
mdustnes 

(xii) The statistics relatmg to incomes cover only a very 
limited field All agncultural incomes are excluded and hhis~omis 
Sion leaves out the most important source of mcome m India The 
income tax statistics relate to only a very small fraction of the total 
population. 

(xui) No official estiinates__of the wealth of India national 
or pnvate have been attempted in the past Such figures as have 
been computed by pnvate invesfagators vary withm wide limits 
and are no better than rough guesses made on the basis of published 
statistical and other matenals relatmg to the country 
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(xit) As regania tte ccst q£ h.Ticg' index number, wc huTz 
to reLafcle statistic*? coferS^ tKe wliola 'cctnitry Stch Entires as 
tre tave are caacerted with, specific mwesti^atiaas or relate to specific 
provinces Xo attempt has been made to fix either a standard diet 
or a EUmmnm ■itibsiatcace level 

(xt) The statistics of wag“s have ■«o fir been, very defective 
m tin.*? country Tbe statistics that nsed to be published m the 
grinnal issues of Pncps and 'Wages snlierpil from cprioas linuta- 
tiona. The 'va.ge censnsea of 19U and 1916 did not yield very 
satisfactory results and have since been discontmued. There have 
been certain special enrimriea into wages but these do not meet 
the reqmrements of a foil wage cemma 

Since the Eopor- of the Indian Economic Enquiry Com- 
mittee was pnbhahad. there has been some improvement m the 
compfiataon and presentAUon o£ o£cul "tatisucs but the deficieuciBs 
are yet too many to escape attention. An Omcial Stanstic-s Committee 
was appointed by the Indian Statistical Ensurnte in 1983 to consider 
the question afresh. The Committee consisted cfDr John, llatthai 
as Chairmaii, one nominee of the Bengal National Chamber of 
Conmerce ( Hr E. D Ghose. ILA. ) one nominee of the Bengal 
Chamber of Commerce ( Hr Laidlaw C-A. ). one nominee of the 
Indian Chamber of Commeice ( Itr G L Hehta. H-A. ), Profe.sBor 
J- C. Sinha. 1C A.. Bh. D . Professor P C. Hahalanobis. B A-. (CantdbJ, 
and ICr. N C ICehta. M-A. ^(Jantaht, LCS. aa members, and Dr. 
H. Sinha. ItBc , Ph.D as Secretary The. Committee reported in 
April 1936 

The following are some of the improvementa of the cxistihg 
statistical materials which have been snggented m the report of the 
Committee : — 

Cl) Improvement m _^e_exi3tJiig method of recording areas 
in perma.nently aettled'tracta anch. ae Bengal aa "recomniended by the 
Eoyal Commission on Indian Agircultore 

Oi) ImpTovement'm the method' oT estnaatmg the yield per 
acre. The Committee regard the recommendation made m the 
Bowley-Eobertaon Eeport for adopting the method of estimatmg 
directly the yield per acre as ^practicable 

(3) At present AII-Tndia forecasts do not refer to the whole 
crop. Infonaatioii contained m. the all-lniLiarforecasts is generally a 
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month old The time has come for compiling all-India forecasts for 
such crops as jofcar, ifljro, tnnire and District figures of crop 

yields are not available for several provinces 

(4) So far as financial stati stics are concerned, the Committee 
recommended that an attempt might be made to prepare an estimate 
of the movement of pnvate capital m connec tion with India's balance 
of payments. The Bombay Chamber of Commerce farther~^ggested 
that figures relating to dividends on capital invested might be insert- 
ed in the as Statistical Abstract as these would give a valuable mdex 
of the industrial an?" cornm’efcial "activity of the country 

(6) On the question of industrial statistics the Committee 
endorsed the suggestion made by the Bombay Chamber of Com- 
merce for compiling the statistics of the consumption of power by 
different industries This it is suggested would give a clue to 
the pace of industnalization m India and also furnish a satisfactory 
index of industrial activity of the country 

(6) The Committee do not favour the suggestion made by 
Mr Latdlaw and the Bombay Chamber of Commerce for the ooUeo- 
tion of unemployment statistics They agree with the Bowley- 
Robertson Beport (p 61) in thinking that it is not a practicable 
proposition to compile such statistics • 

(7) An important recommendation made by the Committee is 
that the Indian senes of the mdex number of pnees (base 1873) should 
be discontinued This was also the view of the Bowley-Eobertson 
Report The Committee also pomt out that the Calcutta index 
number has grown out of date partly because the base is distant 
and partly because the list of commodities requires revision It is 
desirable, they suggest, that a new senes with a suitable postrwar 
base should he started 

(8) Another defect relates to the discrepancy m trade statistics 
as recorded in European countries and m India As long ago as 1905 

tics was examined by a Committee appomted by the Government of 
India which was subsequently followed by farther consideration 

*The qaestioa, however ehould be considered whether an attempt ehonld 
be made to collect such statistics at die time of the next cases Census enomera- 
tion the general echedule bemg employed for the purpose 
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“We strongly urge ” tbe Committee state “that every effort shoiild 
bo mado to improve tho trade statistics so as to enable one to make a 
systematic study of the direction of trade m these days of commercial 
Hgreementa quotas and preferences ” 

The above refer only to some of the defects mentioned in the re- 
port of the Committee Oniy those defects hare here been noticed 
vrhich seem to hare a bearing on the immediate requirements cf an 
Economic Plan Most of the defects have been due to the conflict 
between statistical needs and administrative purposes \8 the Royal 
Commission on Agncnlture had put it The whole basis of statistics 
in India urgently requires broadening It should rest not on the work 
of a few government official** however able but on the support of the 
informed public and through tbem on the recognition by the legisla- 
tures and by the general public that reodem statistical methods are 
m a position to make an indispensable contnbution to the successful 
development of social administration ” 

The question of improvement of official statistics must extend 
to a proper definition of techiueal terms and esptesgione Thus 
ts Professor J G Smha has pointed out, the expression 
“harvest price ’ has at least three difforeni meanings It nay 
mean the wholesale price mhng at the headquarters of the 
district concerned dunug the han'est period it may mean the 
average of wholesale prices ruling m important markets of the 
distnct during the harvest period , or it may mean the pnee which 
the ryots of a particular distnct who raise the crop generally receive 
Instances can be multiplied showing the want of precision in the use 
of such terms 

These facts as pointed out by the Economic Enquiry Committee 
and by the Committee of the Indian Statistical Institute clearly em- 
phasise the deficiencies of the existing statist! cal material Before, how- 
ever WB pass omto conaidpx any schamfl &1C fiUmgULthn existonggajgs. 
m the statistics relating to India, it would perhaps ba necessary to 
refer to certam special difficulties m the way of a complete statistical 
presentation of tho economic conditions prevailing m a country of 
the size of India India is not a homogeneous country, and by habits 
and tradition the Indian is not accustomed to supply or otherwise 
help in the collection of accurate mformatiou on matters relating 
to his private activities Even the organised trades which can afford 
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to have their own private statistical organisations seldom evince any 
active interest m the collection and interpretation of statistical data 
relating to their own trades Other difficulties in the way of the 
compilation of accurate statistics inclado the phenomenal illiteracy 
of the people the rural character of the population, lack of facilities 
of transport and communications, the cottage system of production 
the usual attitude of suspicion whenever any question, of which the 
immediate context cannot be discovered, is put to the people, and the 
like The question of cost is also another problem which the Govern- 
ment as well as the taxpayer seem unwilling to face In a country 
where the population live in a more or less concentrated form as in the 
industrial countries, the coUectiou of statistics is nob a too costly 
affair But where the population live m villages that are widely 
scattered, the collection of statistics seems to involve a prohibitive 
cost Agam, in a country like England, the statistics of production 
(agnculture, pasture dairy, industry, mmiug etc), of wages and 
prices etc , are usually collected through the distribution of special 
schedules by post or hand to the persons concerned who are required 
to complete and retora them withm a specified time—s more accurate 
and cheaper method than that of employing a paid staff of investi- 
gators • This method cannot ovbiously be followed m India for 
the simple reason that the colossal illiteracy of the people stands 
in the way of such a method being utilised Even the attempt 
to secure a census of the educated unemployed faded m 1931 which 
the author beleves was due mainly to the method followed 
Investigators can however be appomted at a relatively small 
remuneration in this country, and as we shall presently see 
the Indian Economic Enquiry Committee as well as Dr Bowley 
and Mr Bobertson recommended the appointment of such 
investigators for India for the purpose of collectmg the materials 
for an economic survey of the country It is also a happy sign that 
trade, commerce and industry have realised the necessity of associated 
activity, and the associations that have already been set np, whether 
by private efforts or under the auspices of the Government, may 
very properly be asked to assist m the collection of statistics relatmg 
to the interests that they represent At any rate it may he possible to 
make a beginning with the collection of statistics relating to produc 

•See the Note of Dissent by Professor A E. Bnmett-Hurat to the Report of 
the Indien Economic Entiuiry Committee 
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tion, and to extend the scope of the enquiries o\ er a larger field 
according to necessity and convenience 

§ 4 

THE OHOANIZATIOV 

It has already been suggested that a statistical encjuirs m a 
conntrj liho India is hholy to entail a hea\> cost It is because on 
account of the general ilhteract ofthecouutrj enquiry bj the distri- 
bution of schedules zv not hkel> to ovoko auj corresponding response 
Tho eoheme suggested bj the Indian Economic Enquiry Comraittes as 
well as that suggested by Dr Bowley and Mr Robertson has been 
found to be unacceptable partly on the ground of cost 

The Indian Economic Enquiry Committee recommended that all 
statistical work should as in tho Domintom be co-ordmated and 
centralized the aim being to provide a common purpose and gwe the 
Btatiatica an economio trend by mean's of a central thinking office 
The following aro the relevant recommendations of the Committee — 

(i) A Central Statistical Bureau eliuuld be established at 
the headquartere of the Central Government to take the place 
of the Statistical Section of the office of tho Director-General 
of Commercial Intelligence for the purpose of centralization 
of statistics particularly those of economic significance It 
should be presided over by a Director of Statistics assisted with a 
requisite staff The Director should be able, m addition, to 
•work as the Census Commissioner for the decennial population 
census 

(ii) Every province should have a provincial Statistical 

Bureau Py o infill K ta fagbmiaji at ils* hmiih"Knd~a~etaff— of ^ 

Assistants, usually one for every teveaae division, to supervise 
the ■work m the districts 

(ill) An advisory body shoijld_b6 associated with_ each 
of these bureaux Tho~OTistuig PubUcity Advisory Coraciittee 
might be strengthened b> the addiUon of the Director of Statis- 
tics and three other xaemberb with statistical or economic 
experience, and utilized as an Advisory Body to the Central 
Bureau In every province there should be a Board of Econo- 
mic Enquiry to advise the Provincial Statistician and if 


ECONOmC RECONSTRUCTION OF INDIA 


necessary, to supervise the work connected with economic 
research 

(i\) There will be two distinct agencies working in each 
district for collecting economic data — (fl) a staff of inspectors 
to collect statistics of production other tliali those furnished 
by Government departments, and clerks for the compilation 
of statistics of agricultural production etc , and (b) qualified 
investigators for intensive enquiries 

Tho former staff will be under the supervision of the Eere- 
nue Department hut controlled in technical matters by the 
Statistical Department , and the latter, while acting under the 
direct control of the Assistant Statistician will be associated 
with the Bevenue Department in the matter of regulating their 
relations with the people 

(v) On the scale provided, the investigators will be able 
to collect every year data relating to about 21 per cent of the 
rural and 4 per cent of the urban population It is expected 
that as data continue to accumulate, generalizations from them 
will become more and more reliable 

(vi) Local agencies in villages, suc h,^ as co operative 
societies and local committe es of zemind ars, schoolmasters, 
shopkeepers, etc, should’ "Be associated withtHe inspectors and 
investigators as far as possible 

The services of superintendents of cottage industries, grazing 
inspectors, members of the staff of co-operative credit societies 
and other officers may be utilized when available 

(vii) It is suggested that the labour offices in Bombay, 
Madras and Burma should be absorbed in the proposed Provin- 
cial Statistical Bureaux and that the posts of Director of Land 
Records and Provincial Statistician be amalgamated wherever 
possible 

(viii) The publication of an Official , Year Book for British 
India is recommended The statistics collected shouTd^e' 
reviewed qmnquenmally by the provmcial and Central Bureaux 
The results of each year’s work should be reviewed and dis- 
cussed in the legislatures concerned at the time of the presenta 
tion of the annual budget 
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(ix) It IS suggested that the ladi^n States be invited in 
their o'wn interests as well as those of the connin as a whole to 
undertake economic survejg on parallel lines and to 30m British 
India in a common organization for the collection of statistical 

data 

It li to bo noted that m many of tho pro% mccs Boards of Econo 
niio Enquiry ha^ c been set up but these are working not as the part 
of a compr^ensive scheme of statistical investigation but as organiza 
tions charge<l more or leas with, specific eaquities with a duty to report 
to tho respective Proimoal Goiemments The statistical staff have 
been strengthened at the Centre but not to the extent that would 
signify the initiation, of a comprehensiva ■icUenic So far as the echemo 
suggested by the Indian Economic Enquiry Committee is concerned 
tho total estimated cost worked out on tb© basis of population for all 
the ptovnnces of Bciti^h India aggregates 56 79 lakhs recumne 
and Bs 3062 Ukhs for expenditure on initial equipment etc m the 
first two years This is eiclusite of the expenditure on the Central 
Bureau The tracts under pennaucat settlement ma} require some 
further expenditure for eecunng reliable data concerning agncultural 
production This will hate to be determined for themselves by the 
Provincial Governments concerned The Provincial Governments 
should ordinarily bear the entire proMncial expenditure but in view 
of financial strmgency m the provinces it is suggested that for a 
period of fi\e years the Central Government may meet half of such 
expenditure 

It IS to be seen that a good deal of the cost of the scheme is 
due to the mtensi^e surveys of income expenditure wealth and 
indebtedness proposed by the Committee There is no gainsaying the 
fact that these suneys are absolutely essential and could indeed 
be added to The Committco have proposed the appointment of a 
number of investigators to carry ont these intensive surveys on the 
basis of 1200 families per year per mvestigator or 600 families per 
year per investigator lu tho urban areas In other words every 
investigator is expected to deal mth 12 villages or one town m a 
year 

The proposals of the Committee U 13 to be seen err on the 
side of modesty and economy The Committee do not appear to 
t h i nk the tune factor to be an essential point Since however in s 
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echeme of economic planning, the time-factor is an essential element, 
the staff of investigators has to be proportionately strengthened, 
•which would mean increased annual cost No more than two years 
should be gi\en to the completion of these statistics so that instead 
of two, as suggested by the Committee, there ought to be at 
least forty-eight investigators workmg in the rural areas of each 
distnct — in a district like one in Bengal the number of investiga- 
tors will have to be considerably larger because of the large size 
of most of the districts — and at least twelve investigators for each 
town But we think that by the utilization of the local agencies 
as far as practicable the actual number of whole-time investigators 
can be brought doTvn to the minimum The co-operative societies 
the samtary units, the village accountants and money lenders the 
local bodies— these can all assist in the carrying out of the 
surveys 


§ 6 

yiHE BOWLET nOBEBTSON BPrOBT 

"We have seen that the report of the Indian Economic Enquiry 
Committee practically came to nothing so far as Government action 
was concerned The next step that the Government took was the 
appointment of Professor A L Bowley. Pro fessor of Statistics, U ni- 
versity of London, and Mr D H “ReHeftSoh, I.,Pf;turR r_ on E com^ics. 
University of Cambridge for the purpose of carrying out another invS=^ 
tigatioiTmto tHi~que^on Their report was published on the 10th 
of April 1934 

In their report, they assumed that the existing Economic 
Sub-Committee of the Viceroj ’s Executive Council would coatinue 
They recommended, however, the abolition of the post of the Director 
of Commercial Intelligence and Statistics and the establishment of 
a permanent economic staff attached to the Economic Sub-Committee 
of the Executive Council this staff to consist of four members on 
salaries to attract men of high abibty and standmg The senior 
member of this staff they suggested should be Secretary to the 
Economic Sub-Coramittee • 

•On the question of the retenbon of the Economic Sub Committee of the 
Executive Council the foUoTV mg extract from a speech delivered by Mr F E 
James in the Central Legislative Assembly in the preceding March will be read 
^ith interest — The group recognised the valne of the work of the Economic 
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The report did not recommend anj immediate estimate of India s 
national -nealth as a whole bat it suggested that an investigation 
should be conducted on the basis of production m rural and urban 
area's The Indian States should be included so far as thej are will 
ing and able to co-operate 

In rural mvestigations tlie method recommended uas that of in- 
tensive sunejs in. selected villages As for urban income the experts 
recommended in the first instance surveys of larger towns based on 
a sample imiuir^ of the personnel and occupations of families and an 
estimate of their mnoines and seeondl> a census of the urban popula- 
tion and a census of their occupations 

The report suggested the appointment of xeveTi provincial 
Superintendents 470 superior mvertigators and 1 180 E'<3istant. lu- 
vestigatOTS One inv ostigator should live m each selected village for 
twelve months and m mans cases villages could be grouped m threes 
or fours 

A qualified stalisUcian should be in charge of each provnnee and 
the whole survey should be controlled by the Director of Statistics 
One of the most important recommendations made hj the Eco 
Qomic Experts related to the taking of a i>^nsus of production It was 
proposed that the census should be conducted by the Director of 
Statistics and executive arraugemeuls should be made through the 
Department of Industnes and Labour It should be imposed as in Great 
Britain by a Special Act. of the Central T^egislatore It is understood 
that Chambers of Commerce as well as individual industnalists hid 
lent their general support to the idea 

Specialized studies were postulated in respect of the problems 
of the relations of the landlord and the tenant relations of the creditor 
and tho debtor, and relations of the producer and the middleman 

The cost of these investigations was estimated b> tho Committee 
OSibiis "Rs %VsiWa5wtia\iVb TCii’CuVti ityi luial 
surveys Bs 3 lakhs for urban surveys Es 2 lakhs for urban census and 
Ra 2 lakhs for the census of prodoebon 

Sub Committee of the Executive CodbciI but jt was reallj the Cabinet less 
one or two members That Sub Committee was not m a position to consider 
problems before thej come np for immediate solotion Eoropeans bebeved that 
there should be some body not faced with day to day problems that should 
consider the great economic problems fiicnig all countries as well as India 
There should be an Economic Adnsoiy Connci] 
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The report howo\ er ihonght it impracticable to make direct 
investigations into the circumstances of each of the half a million 
villages in British India in any reasonably short time even if the 
expenses could be met or a sufficient number of investigators found, 
and the authors of the report deemed it desirable to proceed by 
sampling One of the items of enquiry that they proposed was the 
determination of the comparative statistical position of the factory 
industry and the cottage industry so as to show the extent to 
which the progress of the former ha^ been at the expense of the 
latter 

According to the report the whole thing was expected to bo 
concluded m three years 

On the subject of economic planning an expression which the 
authors of the report studiously avoided using throughout their 
report they made certain interesting observations They remarked 
that the phrave economic planning” was used m such infinite 
variety of senses that it was liable to be misunderstood ‘ It is 
possible for Governments to do as much harm by guidmg production 
into unsuitable channels as thev have done good by drawing idle 
resources of land labour and capital organization into use” Not all 
intervention is of course attended with nsk such as the provision 
of irrigation works roads hydro electnc power that is of general 
productive equipment The state by providing these things assumes 
no direct responsibility for the use that is made of them But in 
so far as it does decide to intervene in the fortunes of particular 
branches of production it would seem *hat an examination of the 
situation by such an economic staff as we propose will be highly 
desirable and a systematised knowledge, both of the outturn of the 
various branches of activity and of the not value of that output so 
far as it can bo revealed by a census of production and auxiliary 
inquiries is required as the background for their activities ” 

§ 6 

PLASNlXa OP STATISTICS 

„ It has already been noticed that the question of time is an 
important element in planning To set a definite time limit has no 
doubt been regarded as undesirable and impracticable, but it can 
not be gainsaid that a plan would defeat its purpose if it took an 
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iiioixlmately long time to complete it Speed in execution is all tho 
moro important in tlie case o£ a fctatistical sunej Delaj tronlJ 
mean that the results of the earlier enquiries would become out of 
date The facta an 1 the matenaU on which tho Economic 
Plan should ba based mii»t bo as tip to-<Iate as possible 

The planning of statistics mioheb two things In the first place 
It inv Kes. a pr».hminarj onqiiirv assocvateil with tho collection of 
the initial fa cts an 1 matenaU Secondlj it means the setting up 
ot a standing organization to mamtaiu the continuity of these 
statistics 

So far as tho first question is concerned regard being had to 
the necessity of finishing the urve> unthm a abort time the <iamplmg 
process recommended by the Indian Economic Enquirj Committee 
end in the Report of Dr Bowley and Robertson should be 
adopted for such proposes for which__a detailed investigation might 
ba dispensed with The &mnlin«p methof nronld thus be appropriate 
to the collection of such statistics as those relating to mcooes 
standard of Imng yield of crops wage statistics dietic «urvej s etc 
In other cases an extensiva survey might bo necessary instead of 
the intensive The actual number of investigators that would 
be necessary for such surveys mtensivo as well as extensive might 
bo detemunecl on the basis of the reports discufi&ed ahoie and finally 
fixed bj the Economic Council in consultation u ith the Eurcan of 
Siirvej Statistics and Ee&earch 

This Bureau will provide the standing organization for the 
collection and maintenance of statistics It is not desirable that 
memhers of the Executive Council of the Governor General should 
be burdened with the actual planning of statistics It is tho Federal 
Ministers and not the Members of the present Execiitii e Council 
with whom the planning authonty will ultimatelj have to deal and 
it IS not intended that the responsibility of planning the plan and 
executing it should devolve on the Ministers « The Bureau of Sun ey 
Statistics and Research should taho over complotelj tho duty of 
conducting the surveys and maintaining a permanent research 
organisation The research organisation of the Bureau should 
be more a co ordinating body than an institution for conducting tho 
researches directly In Us work the Bureau should be associated with 
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advisory bodies to ■whom all proposals for research together 
with the estimates of coat should be submitted by the Bureau "We 
have already a very useful body m the Impenal Council of Agn 
cultural Eesearch It may be necessary to set up a separate body for 
nutritional research to which theConoor Laboratory might be adapted 
The country also requires the establishment of an institution of 
Bcientvfio and industrial research on the lines of that established m 
Britain The present Industrial Besearch Bureau affiliated to the Great 
Indian Stores Department does not fulfil the functions of a national 
institution for scientific and mdostnal research 

It is needless to add that these research organizations 
should be composed only of trained scholars experts and research 
workers It is not intended that these wortBrrBhtuld*be influenced 
by any political considerations Since however the researches will 
he mostly motivated by national needs the necessary direction should 
come nob so much from the Bureau as from the National Economic 
Council Even m a country like the United Kingdom the May 
Committee of 1931 had reported on the necessity of finding a strong 
representation of persons in close touch with national needs on the 
advisory bodies for conducting research Our proposals are based 
on the fact that the national representation is supplied by the 
National Economic Council The frame work of the actual scheme of 
organisation suggested will be found in Chapter VIII of this book 
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In thi'j rhajjtf-r the jj^-acral plan of the foUov-iiig chapters tnll 
be jn<licdt«d In th-. pr. \jou» t-hapUr= the general pnnciples of 
planning hat b ►■n dt-fu. *-J An att..mpt ha^ also been made to 
indicate tb*- main <• utbn^ of ih* '“'■h»tne of planning •nutabic for 
India The m> fho I of pn panng the plan has aL o b<»eQ suggested 

The main idea to repeat is that the «c.heiae «bc>ald con_ist of 
(1) an All India Plan nth it', specific connterparts for agncultcre, 
industries transport banking etc (2) Pronncial Plans aUo tvith 
their eotre<-poti'ling cc.untcrpart -1 and ("I) a «cbcme of organisation 
of stattitiCb and re'oarch It has been explained that the AH India 
Plan should b<' mainly ba^^d on the Prosmoial Plans, except, of 
coar=c Trhcre tbc All-India Pbn deab -nitb nabject's that are outnde 
the competence of the Provincial Government'* The mam plans, 
■whether Central or Pronmial will be W-ied npou a number of indivi- 
dual plans relating to the different categone-. of onr economic life, 
and between them covenng the whole of the economic life 

It will he seen that it i.-» the-e indindTial plans that hold the 
key to the entire scheme of planning An attempt will therefore 
bo made in the cab eqncnt cLaptere to fix np the mam ontlines of 
the«e mdmdnal plans When once the mam outlines of the®e plans 
have been fixed it would be possible to fix up the mam plan it-elf 
whether at the Centre or m the Provinces Since the provincial 
plans will nece*®®3nlj have to be adjusted to the requirements of 
the different provinces an attempt will be made m the following 
pages to consider only the plans which will be of all-India appUcation, 
Secondly, ‘•o far a? the pronnees are concerned, while no attempt 
mil be made to make auy detailed suggestion for the economic 
reconstruction of the province', an effort will be made to lay down 
10 
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certain general pnnciples, wherever possible, that might indicate 
the general character and content of planning for the provinces 
as a whole 

Accordingly, it is proposed la the following chapters to take up 
the following plana for consideration in the order given below 

In the next chapter, the scheme of the organisation of statistics 
and research will be presented ■“ 

In the chapter on Population Planning, an attempt will be 
made to find out ways and means for securing a better distnbution of 
the population, and a saner policy for the control of the growth 
of population in the country The quality of the population will 
also come under reference and the ingredients of a proper health 
policy will be suggested 

In the chapters dealing with the improvement of agnculture, an 
attempt will be made to discuss the question with reference to the 
following topics, that is to say, planning of crops, introduction of 
rational methods of cultivation together with the question of 
irrigation, system of land tenure, the question of small holdings, and 
that of agnoultural finance including the problem of rationalizing 
the co-operative movemeot and improvement of livestock 

In the chapter on Village Re-organization, the question will 
be studied mainly as an aspect of environmental improvement By 
environmental improvement is meant not only the improvement 
of the natural and economic environment, but of the cultural and 
moral environment as well The scheme of the All-India Village 
Industries Association will be considered in this connection 

In the chapters on Indnstnal Development, the subject will be 
discussed in accordance with the usual classification of industries — 
large, medium and small induslnes The question of a regional 
planning of industries will be discussed in this connection The 
question of establishing a proper relation between agriculture and 
isdiistcKs vTiii te expAwwd profti’em of incfustnaf finance wnV 
also be discussed 

In the chapters on Labour and Unemployment, the question of 
providing employment to the vast mass of “non working dependants” 
will be explored An attempt will be made in this connection to 
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suggest the possible -najsm wliicli the problem of the unemploy- 
ment of the educated classes can be solved The question of labour 
welfare and that of establishing a proper relation between the em- 
ploj er and the employed will also bo considered 

In the chapter on Transport the problem of co-ordmatton u ill 
bo probcntcd in all its aspects The case for the nationalization of 
trajisport and for the national regulation of rates and freights ^ lU 
be presented 

In the chapter on Banking Reform, suggestions will be made 
to diiersify the Indian system of banking with particular reference 
to the need for organizing a system of cheap and at the same tune 
sound crf'tlit for agneiilture and industries Methods for co-ordinat- 
ing the entire credit system of the country will be investigated 
The question of a proper currency standard and regulation of foreign 
ftzchanpe will also come under review 

In the rhapter on Tariff Reform the intimate relation between 
tariff, taxation, trade and the national welfare nill be discussed 
and suggestions wvU be made for rationalizing the existing 
sfihemo of tariffs and taxation with a view to maximizing national 
welfare 

In the chapter on National Expenditure, the whole of the system 
of public finance will com© under review and suggestions will bo 
mads for a well*planned spending of the national revenues The 
question of Army expenditure will, m particular, be fully discussed 

Finally, it is to be noted that the suggestions that will be made 
in these chapters will not only be inter-related and between them 
present the whole ca'^e for the economic reconstruction of India bub 
will bo given in a general rather than m a detailed form so as not to 
appear to be too dogmatic or academic If the scheme'i are accepted 
by those on whom will rest the responsibility for the economic re- 
constraction ol ‘t’ne cooirtTy, it vUi not be AiSSicult to £11 m the 
details of the picture 
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PLANNING or STATISTICS AND BESEAECII 


§ 1 

THE BUREAU OF SUBVSr\ , STATISTIC*? AND RESEARCH 

In Chapter VI, the importance of statistics and the need for 
the organization of statistics and research for the purposes of econo- 
mic planning has been fully discussed In Chapter lY. the establish- 
ment of a Bureau of Survey Statistics and Research has been 
suggested as a fundamental part of a comprehensive scheme 
of planning The Bureau will have its provincial counterparts 
consisting of a personnel of trained experts and scholars In this 
chapter the organization and functions of the Bureau will be dis- 
cussed m somewhat greater detail 

A reference to Chapter VI will show that the deficiencies 
of the statistical material available m India relate almost to overy 
branch of our'activities The statistical enquines necessary for plan- 
ning must therefore embrace all such activities, including those that 
relate to agriculture, fisheries mineral resources fruit culture, 
animal husbandry, organised as well as small industries industnal 
production incomes and wages pnee level cost of living nutrition 
etc Since a single department cannot obviously deal with so many 
enquiries and since it is essential to undertake these enquiries 
before economic planning can be possible the Bureau will have to 
split itself into several departments There will be, as suggested 
bj the name of the Bureau, three major departments One will 
organize the surveys, a second will be concerned witb the collection 
and publication oS statistics, and the third wilt initiate promote and 
organize research These departments again will be subdivided into 
a number of what may be called sub-departments or sections Thus 
the department concerned with the surveys will be split up into 
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as many sections as there will bo surveys "Where (hero are 
already well establiehecl surveys such as the Archroolopical Survey 
the Geolocical Survey and the Zoological Survey, these may be 
allowed to maintain thoir soparato oxistcnco but for the piuposes of 
planning they will have to bo inteirrated to the general schomo of 
planning There aro certain other surveys which are obviously of 
an economic nature and which must bo undartahen as required for 
the purposes of planning Thus a hydrographic survey should bo 
an mdispensable pre requisite for certam important aspects of plan- 
ning The requiramonts of inland transport, and communication and 
imgatioQ cannot be fully attended to without such a survey Sum 
larly schemes of flood control and tlie resuscitation of the dead and 
the dying ru ers must be ba«ed on the results of such a survey A 
policy of land reclaiaation will also depend on such results Other 
surveys that may he propiosed am thosn which will provide the basio 
materials for research To that extent tho functions of the depart 
monts of survey and those of the departments of re&cerch should bo 
regarded as complementary Thu* nutritional research should be based 
on dietic surveys nuh particular rofercuce to tho food resources 
provided by Nature "Village surveys oa an intensive ^cale will also 
provide numerous valuable data for the framing of a national policy 
of rural development Similarly the initiation and organization of a 
census of cattle and small industries will fill up important, gaps m the 
existing statistical materials Again a census of the unemployed is also 
to be considered essentia] for the purpose of frammg a suitable 
policy for dealing with this socio economic problem 

As regards the department of statistica the vanous deficiencies 
of the existing statistical materials as pointed out by the Indian 
Economic Enquiry Committee and the Committee of the Indian 
Statistical Institute and in the report of Dr Bowloy and Mr Eohortson 
have already been discussed In particular we refer to tho need for 
compiling or improving the following statistics — 

The area yield and value of the total agricultural pro- 
duction 

Statistics of internal trade, including statistics of mter- 
proTineial trade , 

Statistics of consumption , 
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Improvement of the agency for the collection of vital statis- 
tics , legislative action to make the registration of 
births and deaths compulsory , 

Statistics of cottage and small industries and their produc- 
tion and the value of such production , 

Cost of living index number for the whole country ■ 
the determination of a standard diet and a mmimum 
subsistence level , 

Statistics of wages to bo preceded by a full wage census, 
Determination of Iho wealth of India national and private , 
Improvement and expediting of crop forecasts , 

Statistics of the movements of capital 
Statistics relating to the consumption of power 
Full and complete interpretation of the direction of trade , 
Unemployment statistics , 

Localization of industries and their regional distribution 
These are some of directions in which India requires to improve 
her eoonomio intelligence The list of course is intended to be 
suggestive or illustrative rather than exhaustive It will be seen 
that in order to make the Bureau successful m its task, a much greater 
outlay will he necessary than either the Indian Economic Enqtiiry 
Committee or Dr Robertson and Mr Bowley anticipated It is 
however possible to avoid a great deal of the cost if full utilisation 
IS made of the existing organizations such as the Chambers of 
Commerce, Trades Associations Co operative Societies Producers 
Associations Universities Economio Associations and other voluntary 
agencies for procuring or for help in procuring the information that 
may be sought If a central agency is set up for the purpose of 
directing and co ordmating these enquines they may be finished 
within the requisite time for it may be permissible to assume that 
with the consciousness that the work is invested with national 
importance the various organizations and associations whose help 
may be sought will willingly co operate in the great task The 
Indian Statistical Institute has already become a useful centre of 
statistical research which might be developed as a parent body for 
initiating and organizing statistical research The existing statistical 
staff employed by the Govermnent of India and such statistical 
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officers as are ojnplojed by tlie Provincial Governments sboulJ be 
absorbed m the central body of statistical research 

The Research Department of the Bureau will also have 
to be divided into a namber of specific scetinns Wo have 
already existing: a number of separate institutions carrying on 
research in various directions Thus wo hav o as the most important 
of these institutions the Imperial Council of Agricultural Research 
which has been substantially endowed by the Government of India 
Besides the Council there are other agricultural institutes and 
colleges about 23 of them and aho subsidiary research stations and 
farms about 64 of them and as many experimental farms, not to 
speak of district and demonstration farms There arc also 46sced farms 
These figures aro given to show that compared to the eiae 
and. Ee(iuicem.eat!i of a country like India the number of these 
research stations and firms is very much inadeq,''^'^® It be one 
of the functions of the Bureau in its Department of Research to 
increase the number of such stations 

The other organizations of research at present existing are the 
Nutrition Laboratories at Conoor the Bureau of Industrial Research 
affiliated tc the Indian Stores Department the All India Bureau of 
Animal Huibandry, the Indian Lac Research Institute etc Most of 
these institutions aro doing good work but their work is not j et related 
to the purposes of a national planning scheipo Hero also in order 
to CO ordinate national research it will be necessary to make them 
co-operatmg parts of a general organization of re'-earch In some 
cases tho existing institutes will have to be remodelled and recog- 
nized, and IE others new institutions will have to be set up We 
propose that the Department of Research of the Bureau of Survey, 
Statistics ami Research should consivt of the following sections, 
namely, agncultural research, animal husbandry research, nutrition 
research research on liealtU and hygieno including tropical diseases 
and epidemiology scientific and industrial research, forestry and 
fruits research, educational research histoncal research with parti- 
cular reference to the preparation of a national history of India, 
and such other research organizations of which the need may be felt 
from time to time 

Th© entire scheme as envisaged above may be snmmanzed in 
the form of the following diagram — 
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It IS to to noted ttat these several sections and departments 
are to be treated as CO related in the sense that they are all expected 
to subserve tlie needs and reqairements of the National Plan 
Subject to these restnctiona however each of these sections and 
departments should be treated as more or less antonomons nmts or 
entities not onlj m reg^ard to personnol and functions but also m 
regard to finance 


§2 

TIIE COST OP THE BUitEAl 

As regarfk the cost, of the .vheino wo must «tart with the 
hypothesis that the purpo<Jes of research would be defeated if we 
tried to be too economical in oiir expenditure on research The 
onl^ safeguard agamst the adoption of extraiagant or utopian 
schemes is to have them sciutinided b 3 competant authorities at 
diEFerent stages and Siially to got them accepted on the basis of 
the comments and ohservations made by these authonties and the 
remarks laado by the Bureau itself by the National Economio 
Council In order hovever to make the safeguard doubly efiective 
it may be further proposed to set up advisory organizations associated 
with each of tho departments of the Bureau 

The next question that is to be considered is whether the 
Bureau should bo financed by means of a statutory annual grant 
or by aimual pronsiuns m the National Budget w the usual manner 
The former course seems to bo preferable Though it is not altogether 
free from defects y et inspile of these defects it will be 
desirable to free tbo funds sanctioned for research from tho exigan 
cies of the annual budgets of the Government So far as can be 
foreseen most of the sclieiues will require a number of years to 
be completed and it is essential that tor these years there should 
be no uncertainty of the availability of the funds necessary to 
iinanc© t’ne sc’nemes ^n any case initial progromme can be 
fixed up for a number of years say for the first fire years and 
tho Bureau maj start its work with a lumpsum grant for these 
five years A grant of one crore of rupees that is Es 5 crores 
for five j ears ’may be recommended as tho amount of the fixed grant 
which the Govemment ought to provide for the finanoing of research 
This of course will be m addition to the expenditure which the 
11 
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Government have already to incur with regard to the existing research 
institutions and other cognate organizations maintained by them 

§3 

PROmCMX BDilEAUX 

In the foregoing paragraphs the organization, function and 
financing of the Central Bureau have been discussed It has been 
mentioned in Chapter IV that the Central Bureau should have its 
provincial counterparts Since the Provincial Plans and the National 
Plan are to be definitely integrated, it is important that research 
also should be integrated in a similar manner It should however 
be considered whether the Provincial Bureaux should act merely 
as the agency of the Central Bureau or should also undertake 
independent research It has been suggested, for instance that the 
National Plan should be based mainly on tho Provincial Plans A 
similar relation cannot for obvious reasons be fixed between the 
schemes of research financed by the Central Bureau and those 
by the Proi mcial Bureaux that is it will not be possible to make 
the Provincial Bureaux fix the schemes to be financed bj the 
Central Bureau except in regard to those schemes which may have 
to depend on central resources or which may be parts of a 
central scheme When the National Flan has been fixed the 

lines of research and of statistical investigations will also be more or 
less fixed The Central Bureau, therefore, will have to determine 
the schemes which the National Plan may require The Provincial 
Bureaux will in these circumstances act as the agencies within 
their respective areas of the Central Bureau where their agency may be 
required for the purposes of investigations The Central Bureau 
may also transmit to the Provincial Bureaux concerned such schemes 
as may be of purely provincial interest Naturally for such schemes 
the Provincial Government will be expected to make suitable 
financial provision 

§4 

TB£ FSBSOIINEL 

The Central Bureau should have a personnel similar to that of 
a public services commission They should be men of wide ex 
penence trained in statistical work and having qualifications m 
economics, science and engineenng Their duties will be confined 
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raainlj to con«ideration'; of a general nature in shifting and recom- 
memliiip iiartjcuJar schemes aud in co-ordinating them Only the 
Chairman need be a whole time official Tho other*, though appointed 
for a term maj be paid in the shape of fees for attending each 
meeting of tho Bnrean together -with travelling and halting 
allowance'^ lu ca'-e of the Departments of the Bureau however, 
the Staffs shouM be whole time and salaried There should be ft 
Director in charge of each Department and a Deputy Director la 
charge of each .Section The main work will be conducted hy Re- 
search Associates and Investigators together with As^ist.ints who 
will do do'L work as distinct from field work These arc of course 
only tentAtiie suggestions and maj he modified or adjusted m 
accordance with the manner and method m which the Bureau is set 
up and functions Thus the problem of absorbing the personnel of 
the est^ting research institution® will have to be decided before the 
personnel of the Borean itself be fixed The whole scheme rei^iures 
.Ml administnitiv© overhaul m respect of certain important depart- 
ments of the Government and to that extent must be ba«ed upon the 
consent and co-operation of the Governments concerned 
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& 1 

REASOhS FOR TLANNINO OF rOPULATIOV 
The study of demography for tho purpose of controlling the 
growth and distribution of population is an effort only of recent 
times About a century and a half ago an English clergyman 
startled the world by pointing out that tho population of the world 
could only check its growth by the adoption of what ho called 
preventive checks if it had to avoid being decimated by disease 
epidemics starvation otc Since then there has been a tast 
increase of the worlds population while at the same time there has 
been an increase m the amomttes and comforts of life accompanied 
by a much greater control over disease and death But tho 
Malthusian ghost in the hinterland of civilization still haunts us m our 
thoughts and speculations Even in the world as it is inhabited 
to-day there are some 2B 000 000 square miles with less than one 
person per square mile while there are more than 300 persons per 
square mile distributed over 2260000 square miles these being the 
regions which are given to the cultivation of rice If to these the 
other dense areas of the world are added we come across the fact 
that about two thirds of the people of the earth are crowded together 
over 7 per cent of its surface Even in our own country we come 
across the fact that the density of population vanes from 6 B per cent 
per square mile in Baluchistan to about 4 000 per square mile m 
some parts of the country The variations in the density of the 
different provinces also sliow a large range from 129 in. the N "W T 
Province and 137 in Central Provinces & Berar to 442 in tho U P and 
616 in Bengal In these figures — particularly in tho fact of this preca 
nous dependence of such a large proportion of the population on such 
a small proportion of area — is to bo found one of the reasons for the 
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n'lon'tbrition ofdemcpnphicf^ctor' In Indin tvp h-»ve an •iddaioi’'’! 
fictcr wmch wonH j« tih tli« aloptu'n of "t dt’hb 'mle popnl^lion 
polic’ for the vh* of onr fatnrv' R^ner^tioav Wecie^n the heniLj 
nnHhnce<i ii 'nlnnon ef the ppptiittion “i' ItCx't’ou town'- "mi 
It la w«.ll Li ‘wn lt«.t of In Ii'iu eci'aomicv that S9 per 
cent of the popnUri n ot ihi c<iniitr\ liAt in the mIHcon md 11 per 
cent u t ’wi bj t xrn htinc meinr “in urlan area v ith '(XX) per'cri' 
per <iu’re ui'le It w. in>l>tl>-.la tcTtriu, oaI\ area» trith a popnia 
tton ot lb (XXI (.r Ut.r« then cniv b » per cent ot the poptilation in 
Iiuin IT. tU I U tuun I m 'tub lovirt M« n; than half 1 1 the popnhtiou 
li\e m nlhir* with a p puliH u «, t nr ler I OH’ ami nhont a tliinl 

Ino m with A p pnlati n •! nnkf oCX'' per>i>n A thud 

n.\ on whN a pluuiinc <. t p pula « n i nece in thi- coiintr} 

IteN in the util titiru it the <■ imtn XVithont tntcruig: into 

the c^ne ft u < t her the pre ent pepnKtu o if Iiidii i> escev'-tve 
or CO* "i Ion t niic ot the r*tv u t til I and d* v^tb and in improve 
neat of the gener i he’Uh ot the popnlvtion pn Tides a pl^form on 
trluch there netd bi no didireun'-ofopiinoQ In 'liort the problem 
i' not morel) to find on* tbi opimnm popnUtion for India and it** 
optjiatun iii**nl’ntton bet iLo to c^he the popolition hc'ilthv strenp 
and long liveii 


^srecTs or tiie tun 

Thus a Popnlition Pl^n for Indiv cuLt be compo ed of the tiro 
folloivmg "cheme' — 

(1) BcctificiUoa of the mildt-tnbutioa of the popnlation 
betireea difitcrent pixts of the countrj and between toirns and 
village' and 

(2) The adequate provisioa of health 'service' both m the urb'>n 
and the rural an?-" 

(1) The rectificetion of the maUli«tnbntiE)n of the popnistion 
inhabiting tho different part' of the country involve' on the one 
h'liid the evten. ton of cnltivatton to nre.^'g which are cnltnrable bn t 
have not yet been brunpht under the plough and on the other a 
hrgo 'icale dtvolopmeal of indus*ne« So far a' tho question of 
e«t'ibli''hmg a proper balance between urban and runl population 
concerned the problem hvs to be approached both from the point 
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of \iew of quantity and quabty From the quantitative point of 
view, we have the phenomena of an excessive percentage of 
the population living in the rural areas co-existmg with those of 
the gradual depopulation of certain areas, and secondly, trom the 
qualitative point of view we are helplessly witnessing the exodus 
of talent and wealth to the towns The question of a rural depopula- 
tion IS a phenomenon not peculiar to India alone It has as«umed a 
more emphatic form in some of the countries of the West, and though, 
in India, we have to face a problem which may be regarded as the 
reverse of what the Western countries are facing to-day, we cannot 
Ignore the qualitative depopulation of our Indian villages and its 
consequences, nor accept with any complacence the causes that compel 
such a v^lst majority of our population to live in the villages As 
regards the development of industries, these will have to be carefully 
planned in order that there might be established a healthy relation he 
tween the products of the village and those of (he town, aud that it 
might help in a greater diversification of occupations thereby reducing 
the existing preponderance of agncolture in the economic system of 
the country 

(2) The provision of health cervices must pay due regard to the 
requirements of the urban as well as rural areas The following are 
some of the problems to be faced in this connection a high birth 
rate accompanied by a high death rate, the frequent recurrence of 
epidemics , a needlessly high mortahty from malana and other 
preventihle diseases , high mortality among infants , puerperal 
mortality , the poor expectation of life at all ages, pernicious social 
customs and practices like early marriage, the purdah system, indis 
criminate giving of alms, and the like The Population Plan 
must therefore have two aspects, namely, preventive as well as 
cnrative, so far as the formulation of scomprehensive health programme 
IS concerned While it is not necessary to minimise the curative aspect 
of the programme, it is obvious that the preventive aspect is more im 
portant, representing as it does a more fundamental attack on the 
problems of disease and ill health In fact, the two are mtunately 
related The mere provision of dispensaries and hospitals or even 
free treatment for the poor, will be inadequate to meet the proposes 
of a foll-fledged health pohcy for the country, that is unless 
habits of cleanliness and of taking smtable precautions against lU 
health and disease become natural to the ways of hvmg of 



]>LA NNfNO or POPULATION 


87 


our country men To that end thoro is necessity for persistent 
proputraiida amonpst the jlUtcnvlu and the ignorant sections of the 
population In other ivonls, education in health and hygioiio must 
form a fuiuitunentnl part of ft public lieallh policy for India Otlicr 
prevcnti\ o incisures must mcludo kho adequato provision of mitntivo 
tood for the population prevention of tho nduUtratioii of foodstulT and 
drugs, tlio ostahlishmcnt of Improvement Trusts for both urban and 
rural nreis and tlio lihe 

Tlu'o mcasurca will of course faho a considerable time 
to be fully oilcftivo In tho mcanwhilo tho curative aspect 

of tho htilth programme must bo pushed forward with as 
much tpecd and tffitionej a<» pos-jibh The liospital accomodation 
for iri-patient'' is woefully inodequato for tho country On tho 
average tliore is only oiio hospital (or dwponsary) for 41 OOO persons 
tn tho United Provincos acconbiig to tho Public Health Commis- 
sioner's Boport for 1030, there was only ono institution semiig 75,000 
persons, in Debar ono for 50,000 in CP ono for 40,000 in Bombay 
ono for 45000, in Bengal one foi 37.000 In tho ntral areas, matters 
were bill! worse lu tho UmUd Provinces, thoro was only one 
iiistvtulion for 1Q4 000 poisons and in the Bombay Pre-sidoncy, one for 
104,000 No commoiitary is needed on these figures On tho basis 
of on© hospital for at least 10 000 persona, we require at least tour 
t.imcs the number of Wpifftl* that wo have at preaont in India 
The requirements of tlio difTeront ptovincoa of India are of course 
not tho same From tho figures quoted above, it sooms that the 
United Provinces requires at least oicht times tho number of 
hospitals that it has at presoiit Theso figuvea lefov only to the 
urban areas In tho rural areas, where matters are even w orso, the 
number of Jiospitals and dispensaries needs to bo vastly inert ased 
It will perhaps bo difilcult to fix tho iiambor of hospitals on a popu- 
lation basis The people in the niral areas hvo widely scattered 
from each other, and since it is essential that the nearest hospital 
SvWi d.’A'f/iVi.'Wv’r'i sAiOVi’/i W wAiiin Misy ni vfit-’n u 

way that no patient ivill have to cover luoro than a mile to get 
to it, tho territorial distnbubon of the hospitals should modify, 
wherovor nccessar> , tho distribution on a population basis These 
hospitals and dispensaries need not bo expensive institutions They 
should bo more liLe First Aid institutions whoro preliminary 
attention'and treatment could be given, the more serious cases being 
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reserved for the better equipped institutions m the nearest towns 
It IS needless to add that there should be suitable ambulance units 
to carry the patients from the rural areas to the nearest hospitals 
Special arrangements should be made for dealing with outbreaks of 
epidemics All this means that the expenditure of the Provincial 
Governments on Medical and Public Health Departments should 
at least be trebled 

So far as dealing with epidemics is concerned besides the 
responsibility of the Central Government for conducting and 
promoting research a Fund should be started on the lines of 
say tho Pammo Insurance Fund started with a lumpsum grant from 
the Centre and with an obligation laid upon the Provincial Govern 
mont to contiibuto to the Fund annuallv a sum calculated at a 
stated percentage of the total revenues of the Province A part of 
tho Fund may bo in\ ested in developing and organizing a well 
planned sanitary service for tho rural areas This service should 
include the provision of filtered water supply in every town and 
village and of a well regulated drainage system in all congested 
areas 


Above all thero should be an unremitting propaganda 
for the training of the people into sanitary and hygienic habits 
The last is of the utmost importance For if hygiomc habits are 
once inculcated m tho minds of the illiterate and ignorant mass thej 
themselves will provide tlie necessary impetus for making the 
efforts of the public health authorities successful On the other hand 
if no steps are taken to inculcate such habits among the people the 
efforts of the public health authorities can at best meet with indiffe 
rent success It must of course be recognised that propaganda 
among people the large majority of whom are innocent of the 
alphabets will be somewhat more difficult than it is in a country 
where the population has a high degree of literacy The idea of 
the propaganda should bo to educate the people independantly of 
whether they are literate or not It has already been accepted that 
simultaneously with the introduction of free and compulsory 
primary education a scheme of education for tho adult should also 
be organized The methods must of course be different in the two 
cases While it is the aim ot primary education to teach the three 
R s to the children together with such elementary training m a 



PLANNING OF POPaIJATJO^ 


vocation as maj l>o adapted to the area concerned the ana of adult 
education should he to educate through the ©yo and the car and 
the cumculum should inclade matters of general interest history 
geographj some knowledge of the administratu e system etc It 
IS suggi^atcd hero that health and hygieno shoal I form an important 
part of such curriculum It should of courso ho supplemented bj 
such media of Tiaufll matxucuon 03 the m\gic lantern tho cmema and 
demonstritioii cU-,it.3 together with such help a's a sj stem ol rural 
broadcasting can offer 

§ 3 

ACTOn-=» OF TOE rOrttATlON PLAV 

In the toUowing s ction tho raaiii lines of a Population Plan 
uill bo presented A few words roaj however bo said for a preh- 
nimarj underst uiduig of tho Plan From the observations that have 
been made la tho precoUng paragraphs it wall be evident that a 
Population Plan cannot sirictlj speaking be a single homogeneous 
Plan Tho intiiaate connection between vital statistics and 
demographic planning has been etpUined In a similai manner the 
rectification the cxistmg maldtstributtou of population will cut 
across plans of agricultural and indnstnal derelopmcnt The close 
connection for instance between agncnlture rauifall irrigation 
and densit) of population has frcqacntlj been duclt upon by Indian 
economists and aUo in the decennial census reports Naturally a 
transference of the population from areas which are supporting 
an cicefcsvvo population to areas which can absorb the surplus 
requires the extension of cultivation to the latter areas That there 
IS much scopo for such tronsfcrcnco is shown by tho fact that 
more than 160 OCX) 000 acres of land represent cultnrable waste (other 
than fallow) in British ludia alone The extension of cultivatiou 
however is dependent on various factors The Ceni-us of India for 
1931 has already mentioned the fact that in areas which are already 
densclj populated tho pressure of the population leads it to tho less 
profitable land For instance m Bengal during 1921 31 the greatest 
rate of the increase of population lias taken place in the Chittagong 
Hill Tracts and m Jladras intheNilgins Similarlj evidence has been 
given of the fact that the extension of irrigation has led to an increase 
of the population Where the ramtdl and tho density are at balance 
that is where the population u dens© and the rainfall just adequate 
12 
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as in parts of the Punjab, the United Province? and Central India, 
“irrigation has abated the liability to complete loss of crop, and 
improved communications have made it possible to prevent heavy 
loss of life in times of scarcity, thus enabling the population 
to increase on the margin of subsistence ”* Wo have accordingly, 
to relate our Plan to the following two considerations, namely, that 
there is a huge area of land which may still be brought under the 
plough, and secondly, there is a large percentage of the population 
who aie in need of wort The Censos for 1931 records that in the 
agricultural and extractive industries the proportion of non-working 
dependants is as high as 66 The total number of non-working 
dependants is about 200 million persons In other words the Plan 
must he definitely related to a policy of agricultural improvement 
It will not he possible, of course to transfer the whole of this surplus 
population from one area to another by the waving of a magician's 
wand Agncultural labour is perhaps the most immobile of all 
kinds of labour Nor is tt easy to remove the shackles of age-long 
customs and superstitions by a mere stroke of the pen An attempt 
therefore should he made to provide the idle population with work 
in their local areas as much as possible This can he done by a 
careful regional planning of cottage industries complementary to 
Bgnculture Population planning to that extent will have to be 
related to a policy of industrial development 

Another aspect of population planning is presented by what 
may be desenbed as family planning Some limitation to the size 
of the family IS inherent m the problem of population with which 
India IS faced Economists have pointed out that the problem of 
population has a dual aspect m this country On the one hand the 
real income of the population is increasing at a faster rate than the 
increase of population and judged from the enormous resources, agri- 
cultural and industrial, that still await development, India is held to 
he able to support a much larger population than she is doing now 
As against this view, it may be pointed out that future improvement 

present population is concerned, we have all the evidence necessary to 
suggest the prevalence of a state of over-population Hence the 
necessity of limiting the size of the family 

‘Census of India, 1931, VoJ I, part I p 6 



PLA^*^I^G or POPtTLATION 


91 


^or can be ignored the qualitative aspect of the planning 
of population "We are reminded m this connection of the fact that 
•while there has been a qualitative defen oratiATi — of — the— rural, 
population the proportion of the educated unemployed 13 increasing 
in the to-wna and m the cities In order that rural depopulation 
may be a'":ea‘:ed at its tme value wo have fir^t of all to find out 
the optimum population that each economic region can support 
and secondly to call back talent and intellect for the purposes of 
rural recuustruction This means that our rural areas should be 
made sufficientlj attractive for the educated men and women to 
settle there This on its part implies a comprehensive scheme of 
village improvement The rural electrification schemes which are 
now being pushed in «ome of the provinces of India — for instance 
m the Punjab the United Promices and Madras — provide an instance 
of -what could be done to make bfe in the villages accord with the 
requirements of civilized men 

It will now be clear why we have «poken of a Population Plan 
as bemg dependent on other plans It is dependent on the improve 
ment of agriculture csteasioQ of cultivation provision of irrigation 
davelopmeut of mdostnes and a scheme of village improvement 
accompanied by a large increase of health services 

Thi^ means that the aulbonly fur working the Plan cannot be 
a single well defined authonty jnst as the Plan itself cannot, be a 
single homogeuecus plan It is the different planumg anthonties 
working upon their respective plans who will have to deal each m 
its respective sphere with some aspect or other of the scheme of 
population planmng Smcc howoier tho problem of population 13 
intimately connected with the problem of the supply of labour and 
smee labour IS under the new constitution a provmcial subject the 
organization that will have to deal with the growth and movement 
of population will have to work in collaboration with the provincial 
Mimstneg of Labour and m so far as the problem mvolves matters 
of inter provmcial concern it may well be a wmg of the Inter 
"Provincial Council to be set up under tho Section 13 j of the Govern 
ment of India Act of 193a 

§ 4 

THB P i.AlT 

Havmg regard to tho foregoing observations the actual plan 
may now be «et forth as follo'ws 
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(t) The density of population 

In the European countries, a density of 250 persons per square 
mile IS considered to lio about the optimum that agriculture can 
support We have already seen that, taking the world as a whole, 
the total area of the earth that is given to the cultivation of nee 
supports on the average 300 persons per square mile A density of 
250 persons per square mile works out at about 40 persons per 100 
acres Judged from this point of view* and on the basis of the 
present sown area, we find that in every province of British India 
there is an excessive density subsisting on agriculture For the 
whole of British India, the density is 118 persons per 100 acres 
Even assuming that the net sown area could be immediately 
doubled, there would still be an excess of about 40 persons per 100 
acres Unless therefore a system of multiple cropping be devised as 
part of agncultural planning, the standard of living of the Indian 
people cannot be raised to anything like the level of European 
countries on the basis of her own agricultural production, that is 
without depending on the imports of agnculturel produce from other 
countries How the provinces of Bntwh India fare in this respect 
will be evident from the following Table — 

TABLE 

Proportion of sown Population per 100 
to total area acres of town area 

69 per cent 69 

63 „ , 135 

46 , . 216 

46 , „ 86 

44 „ „ 167 

89 , . 63 

39 „ 140 

31 „ „ 128 

27 , , 107 

19 „ , 135 

16 , , 81 

British India 34 118 

'Ft must however 6e mentioned that thia relation Between the population ancf 
the area must not be taken to mean more than it does The European etandard 
of 250 persons per square mile is not a eimj^ economic relation for the terms 
population, area and productivity are heterogeneous terms When however, 
we speak m relation to agriculture of the number of persons supported by 
consumption or sale of pastoral or agnerdtarsl products’, the relation bettteen 
population ard area becomes as ftafessorJSowley points out, a homogeneous 
Jelation and the figures become comparable and eignicant 


Bombay 

United Provinces 
Bengal 
Punjab 
Bihar 

C P ABerar 

Madras 

Orissa 

K tv F Province 

Assam 

Sind 
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the inadequacy of the attempts so far made will bo evident from the 
following Table — 


TABLE* 


1 

2 

3 

4 

Province 

Total area sown 

Area under 

Percentage 

Bombay 

28 640450 

improved crops 
12(»0D'> 

of (3) to (2) 
42 

U P 

35 906 808 

4 957 700 

139 

Bengal 

22 674 000 

1836 818 

81 

Punjab 

27 462 134 

6065 600 

16 2 

Bibar 

10 361 700 

470 635 (s) 

19(0) 

C P & Berar 

24 301 398 

1 843 237 

74 

Madras 

30 970 132 

1 640 289 

60 

Onssa 

N W F P 

6 805 792 

2 306 034 

{«) 

83 648 

10 

Assam 

6366 99^ 

41766 

06 

Smd 

J 785 822 

351 816 

74 


(a) includes also Orissa 

The problem of the pressure of the population on agnoulture 
m this country may be looked at from another pomt of view 
suggesting a second line of action For this purpose we may assume 
the proportion between rural aud urban population as roughly reflect 
ing the proportion between agricultural and non agricultural popula 
tion What IS the correct balance between rural and urban population 
has not yet been precisely determined in any country Obviously 
the proportion will depend on the circumstances of each country 
The old idea was that half of the people should hve in the country 
and the other half in towns This proportion obtains in Canada 
and also in the United States of Amenca France and Denmark In 
Great Britain the proportion of rural to urban population is 16 
The most interesting example however is that of Australia In 
that country the rural population is only 30 pec cent of the whole 
and yet she produces not only snSaieat food for the other two 
thirds but actually produces exportable surplus of about 60 per cent 
of the total output from the land The reason given is that the 
output per head of those engaged in agriculture is very high perhaps 
the highest in the world This is not so much because the yield 

•The figures in this Table relate to 1934-35 The figures under column 2 
are taken from the J^rtcull ral Ataiutica ofBrituh Ind a those under column 
Q AgrttuUure and Animal Buihandry \n India 1936 parti 
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per acre IS high as because an “lencidtunst can cultivate many more 
acres in that country than in any other country In India not 
only IS there a surplus man power which can bo utilised for the 
purposes cf production, there is, as we haie seen, more than 150 
million acres yet awaiting the plough Tliero is further the possibility 
of a large increase in tho e-?isting productivity of land In any case, 
a densitj of 80 persons per 100 acres does not err on the side of 
excess 


(ti) Itiigation 

The question of recUfymg tho existing disparities m the density 
of population is intimatelj connected with the question of extending 
cultivation over the areas which though cuiturable, are not 5 et cul- 
tivated This includes the question of extending the facilities of 
irrigation over a much larger area than at present The utility and 
necessity of irrigation depends partly on the nature of the soil, on the 
amount of rainfall and tho number of croppings There are parts of 
the country which are facing tho possibility of a serious agncuUural 
calamity duo to tho fall m ibe sub soil water level Again there are 
certain provinces whore agnculturo would bo impossible but for 
irrigation Thus in ^md. 87 per cent of tlie total cropped area is 
irrigated The percentage of the irrigated area to the total area 
vanes from province to province Tho following Table will show the 
percentage -- 

TABLE 


Sind 

Panjab 

N AV F P 

United Provinces 

Aladras 

Bibar 

Assam 
Bengal 
C P & Bervr 
Bomha> 


Proportion of irrigated to 
totvl sown area 
87 per cent 

65 .. 

■11 , , 

30 

28 „ „ 

23 „ , 

17 , 

10 . „ 

7 „ „ 

5 1 .. 

4 „ „ 


The low pcrcentago of irrigation m some of tho provinces la not 
necessarily an. index that those ptovuicea require an extension of 
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irrigation It depends on \rlietlicr cultivation in those provinces 
IS suffering for want of water It maj, however, be stated as a general 
rule that India requires a large extension of imgation facilities m 
most of the provinces It must be mentioned in this connection that 
irrigation does not imply any single tsqie In other words, different 
types of irrigation worts are suitable to different regions and for 
meeting different problems Thus embankments and canals are 
the two chief factors of irrigation and land improvement in India on 
account of the fact that a large percentage of the annual rainfall runs 
off the fields into nullahs carrying with it much fertile soil Land 
reclamation which has been adopted as a matter of national policy 
in some of the countries of Europe (for instance, in Germany and 
Italy) might also be necessary to restore certain parts of the country 
to agnculture This is particularly true m the case of most of the 
districts of Korth and Central Bengal On account of the change of 
the course of rivers and certain other factors, there has been an in- 
vasion of the jungle where there wero once smiling fields noh with 
crop The invasion of the jungle has been followed by the invasion 
of disease which has put an effective check on the growth of popula- 
tion, and in some distncts, has actually led to a loss of population 
Yet in Bengal, only about 40000 acres are irrigated A hydro- 
graphic survey of such areas is called for With the silting up of 
the natural waterways, the necessity of reclaming the otherwise 
uncultivable lands by providing a net-work of irrigation canals has 
assumed some urgency In short, if a well-balanced distribution of 
our agricultural population is to be aimed at, a vast impetus needs to 
be given to agricultural engiaeenng for the purpose of devising a 
well regulated system of irrigation suitable to the needs of the 
different provinces The question will be further considered in the 
chapters on Agnculture and on Power 

(ill) Industrial Development 

The excessive density which agnculture has to support is due 
t<f the Treat el e d.'re/sitp eS eessiisatieJiS is the cesstrr Fsriee 
many people have agnculture aq their sole occupation, and large 
numbers of people who are not employed in agnculture have to remain 
idle for want of alternative occupations in the local area concerned 
Even those that are employed are employed only for part of the 
year, the remaining period bemg one of forced idleness, for the reason 
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that agncuUure is not possible throughout the twelve months of the 
year and because there is no subsidiary occupation to engage them 
during the idle months Irrigation will be designed to meet the first 
difficulty The second difficulty, that of the absence of subsidiary 
occupations can be met only by adopting a well-planned echeme of 
industrial dovolopment Since the planning of the population involves 
the task of reliei mg the pressure on agriculture in the congested and 
the le«8 productive areas itimpUes firstly the transference of popula- 
tion from the more congested to the leas congested areas and 
secondly the provision of alternative means of livelihood for those who 
would bo withdrawn from agricultural occupations or are unemployed 
In either case as suggested above there must be a well planned scheme 
of industnal development 

Such a scheme which would be discussed m detail in, a separate 
chapter roust include the development of large scale as well as small 
industries A. large mill for instance can feed a number of 
small industnos Thus a spinning mill can supply fins yam such 
as cannot be produced by the spinning wheel to wearers working on 
haiidlooms as an occupation subsidiary to agriculture The small 
industries themselves should be carefully planned This should include 
a scheme of regional planning The products of most of the cottage and 
small industries should have at least a provincial market and the 
location of these industnes should be determined principally with 
referenna to the sources of raw material and the availability of 
cheap power Normally, those mdustnea which may draw their raw 
materials from local or neighbouring areas should have the preference 
In other cases easy and cheap facilities of transport should be pro- 
vided for transporting the raw matenals 

(n.J Famtly Wanning 

The question of family planning is invested with peculiar 
difficulties On the one hand there are those who are led by the 
Jlathusian fear of over population and would recommend a limita- 
tion of the size of the family — if necessary, by artificial means On. 
the other hand, there are those who believe that it is bad policy to 
restrict the man-power of a State by artificial means This view 
has been gaining currency particulatly m Central Europe where 
(as in Italy and Germany) the encouiagemeiit of the largo family 
has been adopted as a matter of State policy assisted by a scheme of 
13 
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subsidy and income-tax rebef In India the justification that the 
Central European States have felt for encouraging large famihes is 
lacking On the contrary, due to the wide prevalence of the joint 
family sj stem the average family in India is of a much larger size 
than in other countnes In a country where even beggars marry and 
have children, no special incentive seems to be necessary for increasing 
the man-power of the country Actually, there is a case for a limitation 
of the family Attention should also be paid to the age composition 
of the population The mam economic defect of the joint family 
arises from what is commonly regarded as its merit, namely, the 
co-operative protection that it offers to all members of a family 
agamst unemplosmient or under-employment The actual effect of the 
system is perhaps seen in the large proportion of non-working depen- 
dants that the Census reveals This economic loss can be prevented only 
if all adult members of the family are laid under the obligation to 
work, that is, if the ‘ protection” afforded by the jomt family is at 
least partially withdrawn One must, however, proceed cautiously 
m such matters The jomt family is an ancient institution the 
foundations of which are rooted deep m our social and religious system 
It might for instance be quite possible that the majority of the 
non-workmg dependants many particular area aie unemployed because 
there is no subsidiary occupation m the area and because the> have 
no mformation about the opportunity of employment m other areas 
whether as agncultunsts or as indostnal workers It is therefore clear 
that if subsidiary mdnstnes are started or migration from the more 
congested area where work is not available to less congested areas 
where opportumties of employment may be created is organized with 
the assistance of the State it is quite possible that after sometime the 
proportion of the unemployed will faU to a negligible figure 

One fundamental danger lies however, m the constant liability 
of the population to run up to the means of subsistence if the stand- 
ard of living 13 not adequately improved and safeguarded A Popula- 
tion Plan that seeks to restrict itself only to the present may be set at 
naught by recumng ‘ torrents of babies” Hence a limitation of the 
family seems to be called for This can be done by educating the public 
mto the significance of a scientific control of births There may 
perhaps be abuses m the imtial period, but the benefits that are likely 
to accrue will more than counterbalance the possible danger that 
might resnlt from such training At present it is not permissible to 
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(o) Eesearch Public health research should be organized 
on an all-India basis Special attention should be given to tropical 
diseases, tuberculosis, leprosy, venereal diseases and to epidemic 
logical researches A separate sum should be set apart for financing 
propaganda on matters relating to public health and sanitation 
amongst the illiterate masses This sum should be made available 
to the Provincial Ministries of Health which should each have a 
special department attached to it for the purpose 

(6) Increase in the number of hospitals, dispensanes, peripatetic 
medical units and the eatablishment of sanitary stations The 
Provincial Ministries of Health abonld map out a chain of 
hospitals for the whole country situated in such a manner that no 
hospital covers an area of more than ten square miles or a popula- 
tion of five thousand Further, m the area covered by each hospital, 
there ehouid be penpatetio medical unite eo that each viHag© may 
be visited at least once a day by one of these units The sanitary 
units may be organized on the basis of the Bengal scheme About 
600 health circles are working m Bengal each with its complement 
of trained sanitary inspectors and a few assistant health officers 
Examination of school children and investigation into all cases of 
the adulteration of foodstuff are among the duties of the Circle 
Sanitary Inspectors With a well planned scheme these duties 
could no doubt be usefully multiplied Each sanitary station could 
m fact be made into a centre of public health tninmg and activity 
It should have also its maternity section providing facihties for 
the traming of date and midwives Non-official help might be en 
listed through the establishment of rural Health Leagues which 
might usefully devote themselves to the foUowmg programme the 
improvement of wells spnngf and streams from which water sup- 
plies are obtained , the improvement of methods for sewage disposal, 
including construction of suitable latrines, ces^ools and drams and 
the prevention of nuisances, such as the breeding of files from in- 
sanitary practice , the planning of suitable methods for the disposal 
of house refuse and manure, away from the vicmity of dwelling 
houses , minor repairs to roads and drains and the filling up of all 
depressions and pits likely to act as breeding places for mosquitoes , 
improved lightmg and ventilation of houses and the lighting of 
the village itself , the improvement of markets, cowhouses bakeries 
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etc and tb© protection of food exposed for sale, and the improvement 
of food and nutrition, for instance, by enconragine the viDagers to 
grow vegetables and fruit and to increase the production of milk 

(c) The improvement of Nutntioc The importance of Nutri- 
tion Research has already been indicated Dr "W R Aykroyd, 
Director of the Nutritional Research Laboratories at Coonoor has 
estimated that 2,500 calories per consumption unit may be taken 
as representing requirements per consumption unit in the Tropics 
and concludes that on this basis the total food available is just 
sufficient to cover the mimmuin needs of the population, provided 
it IS evenly distributed’ His investigations were chiefly confined 
to the Madras Presidency but much of what he wntes applies 
equally to the rest of India In other words India requires to 
moreaso the total available quantify of her food resources and to 
provide for an even distnbution of the same She also requires to 
increase her milk and dairy products This means that sufficient 
land must be made available for grazing purposes The Provmcial 
Ministry of Health, in other words should have a department 
associated with it for the purpose of conserving, developing and 
planning the food resources of the Province 

All these argue a tremendous increase in expenditure both 
Central and Provincial, on public health and sanitation At present 
the total expenditure of the Government of India on public health 
(1S36-37) amounts to a little over Rs JW lakhs and that by the 
Provincial Goverumeuts together to about Rs 150 lakhs Of the 
latter sum, more than 60 per cent is spent to meet establishment 
charges, and the net grant available for public health purposes comes 
to about Rs 46 lakhs in all the Provinces taken together, which 
comes to a little less than Spies per head per annum Similarly the 
total expenditure on hospitals and dispensanes amount to a little 
less than Rs 2 crores or about one anna per head per annum Theso 
expenditures should at least bo doubled as a matter of immediate 
necessity, though there would be scope for a further increase m the 
future as the schems develops Even if the expenditure is doubled 
it would still be a poor sum per head of the population 
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§ 1 

COIIPLECITY OF THE PLAN 




In, India, agriculture is earned on on such a vast scale and its 
problems are eo numerous that to plan it with reference to any 
weU'defined body of principles in which the various aspects of the 
subject should receive proper attention is almost a hopel ess ta sk 
In other words, agric ulture is not ft well-deSne d actiol^ It^consists 
rather of various grou ps of actiT ities_pres6ating problems of their 
own Secondly, the problems are not the same in each Province 
A complete Agricultural Plan will have to correlate "these groups 
of activities and to fit them into the general scheme of the Plan 
It is not difficult to see that these activities and problems are inti- 
mately related to each other, that is, they act and re act on each other 
80 that the policy adopted in relation to one has its repercussions on 
that in relation to the others and in some cases, the policy with 
regard to some of the problems can not bo fixed without reference to 
the cognate problems Thus agncultnre and img^on, art^ directly 
correlated , so also are acnc^tu^" and ^ e land system Similarly 
the nature and size of the agri cultu ral holdings determine m 
most cases the methods of agriculture Further, as agncUlture 
IS concerned with the utmost u tihzati on of_the soil, the landed 
interests are concerned with the most profitable exploitation of 
their estates, thus m some cases to take an instance, poultr y far ming, 
may be substituted for the raising of crops particularly where the 
holding 19 too small for profitable agriculture Dr Pearson records 
from his own expenence that with a holding of only 14 acres and with 
about 360 laying birds he succeeded in making a profit of £ 13 per 
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laoQtb 00 total receipts of £100 per month* This example is pven 
merely to show that agnculture toachea on tts margin various cognate 
actiTitieg 


§ 2 

TiEE paixeipiis or m plav 

There are two possible points of new with regard to the 
foimulation of an Agncoltoral Plan One is to frame principles 
that will apply to and operate over the whole country and compre- 
hend ail the problems of agncnltore The second view advocated 
bj ProTp ^ypr Mul *‘ned t is based on the fact that it is 

impossible to bnng about an economic offensive in all the nlliiges 
even of a province simttllaneoosly so that a more practical plan 
of attach would be 6rst (a) to concentrate on certain social and 
economical experiments in «everal selected areas with a considerable 
massing of men and matenals such as are likely to create a rcvolntion 
in the morale of the entire Province and secondly (() to select 
regions and areas where conditions of economic life arc particolarly 
unfavourable end where effective rallies most be made In both 
cases be suggests that the amts of mobiltsation shoald be larger 
than a la/isil and the schemes and expenments may be co-ordinated 
together m a planned programme The new taken in this chapter 
13 that while a region should be the unit of mobilisation, it need 
not coinade with the administrative or reveiine dinsioo, but should 
rather be a well-defined area having similar problems to solve, 
and, secondly, the regional plans them"elves shoald bp co-ordinated 
on an all-India basis But the offensive must be on all fronts It is 
only in this way that the icter-dependence of the vanous regions and 
the inter-relation of the vanous problems can be adequately 
recogni 2 ed and allowed for The provinces shoald no doubt have 
their provincial plans, inter-provincial problems being decided on 
an inter-pronncial basis , while the Centre should concern itself 
with matters common to the whole country or in respect of 
which uniformity of policy may be desired or which are too 
costly to be effectively tackled by a provincial aathonty 

•Pearvon 7htOroutiandI>utr^tionofPopfilalivn,193o,p 149 

t See luj paper on '*Tha Eeosoauc Haniuag oJ an Afiicultaral Eegian” la 
the ^laji Journal tfSctnomiet, ToL IV p 688 
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In short, the re^on most not be conceived of as an isolated area 
mdependant of the rest of the country The debacle Tvhich has 
affected the jute growers of Bengal illustrates the point that I hare in 
view At bottom, it involves the question of finding alternative c rops 
suitable for a particular area in case the usual crop is adversely affected 
for any reasons In the last analysis it boils down to the fact 
that the growers require direction from time to time as to the most 
profitable crop that they should raise Secondly, the problem mav 
be approached from another point of view It involves the 
question of planning the crops acc ording to national needs These 
needs include not only the needs of the population who require 
a certain amount of cereals for direct consumption but also those of 
industry which requires raw materials In any scheme of pl an ning 
it IS with reference to these necTls that the productiviiy-of__agncuItnre 
should be detennined Further ifTT also to be seen whether 
the present pressure on agncnlture is at all desirable for the purpose 
of securing this productivity at its maximum It has already been 
pointed out in Chapter Dl that in Australia the rural population con 
aista of not more than 30 per cent of the total population and yet this 
relatively small percentage of the poptUation succeeds not only in 
feeding the entire population but in exportmg about 60 per cent 
of the total produce from the laud 

In India, we hare to contend particolariy against the following 

facts "We have first of all to determine the cereal requirements of the 

country with particular reference to the production of growing nutri- 
tive food crops Secondly, we have to determine the requirements 
of OUT industries for raw materials, always providing a margm for the 
expansion of demand not only from existmg industries but also from 
industries to be established in the near future Thirdly, the exportable 
surplus to foreign countries should be fixed, and this sarplas should be 
determmed chiefly by means of trade bargaining, particularly in the 
case of the mam exportable crops Fourthly, the standard of Jiving of 
j the growers should be determined, and accordmgly, the proportion 
between food crops and cash crops to he grown in any particular 
region should also have to be fixed 

The Plan should also have its organizational aspect This 
requires an intelligent and sympathetic settlement of the agranan 
^question Tenancy laws should bo rationalized in such a manner 
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that the coltivator is enabled to retain the fruits of his laboor ^ 
and h^ OiTO investment. It require- aL-o the imposition of a legal 
cbech on the pro^rc'aive and mdi'cnnnmte sab-infen<ia‘ioii _of 
holding' Further the sT'^ema of inh^ntacce obtaining amongs*^ 
both Hindus and ilo-lems-hould be modified pemnting for instance 
the elde'f or anv of the other heiTs to porcha-e the sheres of their 
other co-parceners bo far a- the esi ting bol Itcgs are concero'^J th" 
Plan must -ngge-t a 'Oitahl^ scheme of consoli la^ion ot the holdings 
In^o far a- It presumes the Jefiniuon jfauei ‘>nomic holding the ta-L is 
ddBcidt The aine ot th e econ omic filing mos* be related to (1) the \ 
proJnctmtt of th" -oil ind <Z) tb-* -'an lari of hnn? of the ctiltiva- '' 
tor s lainiiv In ibis OQQs^tion it js dif5<-tilt to avr-i 1 considemtioo of 
a levolntiinarv propr-al The ''icializaiion of Und is not only a 
plaob of confim-'l -ocialis's bui u beii g -rocL-Iy consid'red by 
tbonghttui refci'Tn'”- ot tho Uni «\ teo In fact it u diffieuit to 
lee how a re-<li'-'nbmMon of holJings -o that the ntmo®t ntilization 
of land might be po— ible could b® jehi-^ved withnnt direct S“ate inter- 
vention The S*are can certainly mate a hcgimung by rec^uaing 
^ the calt ttrable wa-tes and disTibmmg and settling the poptilation on 
the bad and m forcing » sy-ten of collective o r c qyperative faming 
Sofar as the esi'ting holdings are concerned au effort should b« made 
for the voli mtary con«oUdatioa of holdings but the groupings most 
be done m terms oTlhe regional plan to he Bifid by the regional 
planning authority CompuJ-ion s^uld come in only the 

TOinntary method Fas faded or is litely to be ineffective 

The Plan most also provide for a s utabla sy'^em of 
agnc nltnral tr aining and adult cdgea tioii So far as agnoulturnl 
training is concerned, the Plan mils' provide for different types of 
mstitatio as required for the different stages of agncultuial education 
These institutions Bs claegified at pie«ent includo ‘Eural Bias’ S 
schools, agncnltural schools, agncolturd coEeges, institutions which < 
provide for post-graduate trammg in agriculture, besides special 
short courses in different subjccto such as horticolture, poultry, 
daiTjung. agricultural chemistry, oil engines and pnmp«. raalt 
mating, bee-teeping. jaggery^afcing. insect pests and diseases, and 
farm management Trait culture, fruit and vegetable preservation, 
sericulture, lac culture, manufacture of arrowroot, land development 
and imgation fatmiiig aLo constitute some of the courses offered 
14 
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at the different institutions and by officers of the Agricultural 
Departments "While the short courses should be related to the 
resources and requirements of the local area, the higher courses 
in agriculture should be planned mth reference to the needs of the 
conntry as a u’hole The main difficnlties at present are the 
restneted scope of the existing institutions and the inadequacy of 
accommodation for the large number of applicants The onginal 
aims of the colleges had been to equip the students for the scientific 
cultivation of their own lands or that of others and to tram the 
staff for the Agncultural Departments Actually, as the Royal 
Commission on Indian Agncultur© pointed out, an overwhelming 
proportion of the students enter or want to enter public service, and 
only a few enter the colleges with the object of becoming practical 
or gentlemen farmers So far as adult education is concerned, 
little progress has been made In the United Provinces the co- 
operative method has been applied with some success The chief 
aim of the U P schools on the agncultural side has been to make 
the cultivator better fitted to adopt improvements in the methods 
of agnoulturo Adult schools cootmue from two to three years 
after which they are converted into village reading clubs The recent 
drive (1939) of the U P Government must also ho noted In a 
country of poor public revenues, it indicates a very useful line of 
approach 

yv/ 'ffbe most important part of the Agncultural Plan will be that 
plating to the regulation of pnee and the marketing of the produce 
Both of these are highly complicated problems The problem~of 
marketing requires, for instance, the question of establishing 
regulated markets, the elimination of the parasitic intermediate 
interests, laying down of the standards of grading, weights and 
measures, provision of the facilities of transport and storage, regula- 
tion of the trading in futures and the like The question of price 
regulation presupposes the establishment of well regulated markets 
and the eo-ordinatjon of the existing distnbutiro systems The 
question of price fixing is complicated by the fact that almost 
every farm produce m India is sold at varying pnees at a given 
time as well as over a period of time A uniform price level ruling 
at the different wholesale markets in different parts of India for the 
same commodity has yet to be established Again the grade standards 
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also vary m difTereiit parts of tbocoontr} The ‘^ame commodity 
includes a number of varieties diffcnog from ono another in quality 
so that instead of ono raarfeet price tvd pet a senes of market prices 
which aro interrelated A stnhuig feature of the Indian pneo 
sjstems IS that presented bj the sharp dispanties in wholesale pneos 
as compared to the relative stabili^ of the retail prices In some cases 
it has been found that the retail pnees are actually lower than 
harvest pnees ■* To some extent it reflects the weak po'sition of the 
growers who suffer as much from lack of organization as from 
lack of information It is also determined partly by the relationship 
between acreage and prices An increase of acreage is usually 
followed by a decline of prices whereas a decrease in tlie acreage 
is followed by a rise of prices Finally we have to consider the 
question of the cost of transport Thus in the case of essential 
food crops the transport charges should bo so regulated that the 
prices of these crops might be within the reach of the poorest class 
of the population wherever they may be situated A pnee policy ^ 
must also aim at fixing a proper balance between ca«h crops and ^ 
food crops A rise in tho price of the commercial cropsi for 
instancci might help m releasing a sufficient area for the growing of 
food crops 

The question of the size of the agricultural holdings must 
also he satisfactorily solved before the Agricultural Plan can be 
implemented As Dr liadbabamal MuLerjee observes, The crux < 
of economic planmog centres round the prohlems of tho prevention S 
of fractionalization and scatterednejyj of holdings’ t He points 
out that economic planning is inipov&ibl© where the holdings are 
60 much undersized as in India It follows that the consolidation 
of these holdings should be a first task m the planning of agnculture I 
It was long ago that Mr Keatingo had expressed the opinion that 
‘ the agricultural holdings of the Bombay Presidency have to a 
large extent been reduced to a condition in which effective cultivation 
18 impossible ” while Dr Slater found similar conditions in Madras 
More recent enquines in the Punjab, Bombay and Madras show 
that there is a considcrablo number of holdings under one acre 

•Prolessoi S K Bose A Seatisdeat SMhj of llx Pi ic«8 of Tcodgrains in 
Bihnr £. Orissa, 16GI 1934 

tSee Article on ‘Eranomic Flanmi^ ot an Agricultural Eegion” in the 
Indian Journal of Economies, 193o,p 690 
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Dr Harold Mann recalls that in the pro-Bntisli dajs and in the 
early days of British rule, the holdings were usually of a fair size, 
most frequently more than nine or ten acres while individual hold- 
ings of less than two acres were hardly knoTvn At the timo when 
he wrote, the number of holdings, ho found, had more than doubled 
and 81 per cent of the holdings were under 10 acres in size, while 
no less than 60 per cent wero less than 6 acres The evil has 
undoubtedly been intensified since then As long as the present law of 
inheritance continues and land is called upon to support an increasing 
pressure of population the ovil will continue Fragmentation of 
holdings, however, is not duo to tho law of inhentanco so much 
as to tho manner in which the land is subdmded The cmI of 
fragmentation can he realized from tho fact that in a Punjab tillage 
an owner was found with his land in 200 different places while 
there were five owners with over 100 lota each Fragmentation 
becomes a real ovil where tho ^il is of uniform qu ality or where 
the differences in quality aro not very great But where the soil 
'4angs-oiatk^ly in quality, moderate fragmentation finds defenders, 
for in such a case each bolder secures land of different qualities and 
IS therefore in a position to produce a greater vanoty of crops and to 
find occupation for more days in the year than he could on a compact 
homogeneous block 

The solution of the problems of sub division and fragmentation 
18 a baffling question Eight to ancestral land is regarded as some- 
thing more than an economic right Attachment to ancestral 
property has a sanctity which has defied the working of economic 
principles for several generations The break up of the joint family 
system and the gradual infiltratiou of western economic ideas 
are steadily inducing a now altitude towards land There 
has been a drift towards the town because tho ancestral holdings 
have proved uneconomical The time seems to be ripe for introduc- 
ing at least permissive legislation to provide for the consolidation 
of holdings with the co-operation of the cultivatmg tenants the 
tenure-holders and the ultimate landlords If it is considered 
inadvisable to interfere with the law of inheritance directly, 
legislation might provide for the nght of tho eldest or of any 
other heir to buy off the others m order to facilitate the consolidation 
of the holdmgs An element of compulsion may be introduced 
if it IS found that on account of the recalcitrance of one or tv o 
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members of the family or group the scheme ol consolulation cannot 
bo guen effect to La’asj proaiding for eompnlsion under such 
circumbtances aro alreatlj in force in coantnes liko Japan Somo 
o£ the Indian proaiiiccs too Iiaae adopted such laoss Law can help 
in anfither direction that is bj fixing the Mre of tho impartible 
obtato Tho bizo of tiie impartible estate should never bo I^s 
than that of tho economic holding for the area concerned Since 
tho size of tho economic holding will vary from area to area tho size 
of tho iiapartiblo estate should be decided by the pluinuig authonly 
of tho area concerned after tal ing into consideration all tho relevant 
fictb bearing on the question The financuig of the schemes of consoli 
dation might bo done by tho issue of mortgage bonds or through land 
mortgage banks w— 

Lastly the question ot land tomiro should receive attention 
The prospentj of agncultaro depends m no small measure on the 
proper relatio n between, the landlord and tho tenant on the one hand 
and that between tho tenant and the land on tho other In India 
there aro three main types of land tenure Tho ideal type seems 
to be a land system unclor which the community beeomes the owner 
of the lands in tho area concerned subject to tho pajment of 
revenue to tho Government fixed for comperntively long periods 
after which variations should be allowed only on specafic and reason 
able grounds It maj be recalled in this connection that India 
had in ancient timev a very well developed system of oomTni inal 
dem ocrac y which as tho tradition is native to tho genius of the 
people could with a litll© effort bo revived adapting it to tho 
changed circumstances of to day In particular it is to bo noted that 
tho zamttidary svslem Las outlived UNefi i liie^ -^ I must not bo 
understood to mean that tho zomiodiry syctem has been aaovil 
institution with us ever since its inception Bengal owes much 
of her culture and prosperity to tho generosity munificicncc and 
large heartedness of successive gonerations of zammders "What I 
suggest IS that with the progress of onlightcnment a chain of fimclion- 
less landlords have not only provoked grave social unrest and 
revolutionary programmes but have been sapping the v it ility of our 
agriculture There is of course no doubt that for some time >ct to 
come the tenants will continue to stand in need of guidance from 
above vphether at the hands of the zaminders or of tho Government 
The question to be decided IS wheflier and if «io to what extent the 
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tenants are in £act receiving snch guidance Here lies the crux of the 
question Most of the zaminders Lave little contact with the cultivators 
They aro either absentee landlords or separated from the cultivators 
by three or four stages, if not more, of intermediate interests due to 
tho sub-mfeudation of land Their role is that of functionless rent- 
receuers The Government too have not done much to ameliorate 
tho condition of tho agncultunsts except in a very indirect manner 
and *0 a very limited extent A scheme of land reform must therefore 
include either the rationalization of the zammdary system where it 
prevails and the substitution ofTun^ionless interm6diales~by a class 
of gentleman farmers who would not only have the necessary train- 
ing m agriculture but would be willing to settle down in the actual 
work of directing the cultivation in accordance with rational, 
scientific and improved methods, or tho abolition of the system It is 
of course presumed that by tho improvement of conditions in the 
rural areas and by the proper dissemination of agncnltural 
knowledge and training, it would bo possible to attract educated 
men back to the village and to (he soil Those who may find 

themselves divorced from their holdings should also find no 
difficulty m turning to alternative means of livelihood such as a 
reconstructed and well planned economic system would offer. The 
main idea should he to create a body of gentlemen farmers actively 
interested in the land and to transform the existing body of function- 
less parasites into useful members of the societj * This means that 
agnculture must get nd of the parasitic intermediate tenure-holder as 
well as intermediate ryots whose only role seem to be to intercept the 
profits from land without discharging any correspoadmg functions 
The aim should be to see that the ^axiimim proportion of profits 

•We may m this connection relcrto what a careful stndent of the aerarian 
prohlem m Bengal has to say abont the recently passed Bengal Tenancy 
I Amendment) Act ‘ It is therefore sad and tragic to find that even in 1937 
the reformed Goyernment of Bengal with pretension of popular well hemg 
refiected in the legislature has taVen the existing Tenancy Act as the basts 
and has dotted here and omitted there xnth the professed purpose of transference 
of certain powers from one class of fnnctioiiless intertnediaries among landlords 
tfl the. athec class of. fnnctionless intetmedianes amoni^ ryots There Ties no 
attempt to improye the ayailable xesonrees of production or Ihe efficiency of 
production without which the prohlem of agricultural deterioration and distress 
which 13 the mother of social diseonteat and unrest will remain undermined 
and untouched ” Mr Sachin Sen Fundamaitali of an Agrarian Programme 

It may be added that Mr Sen la also an uncompromising cntic of the 
Congress Agrarian Programme as envisaged in the famous resolution of the 
Faizpur Congress (1937) and the Congress Election Manifesto 1936 relating to 
its agrarian programme 
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arc mvesteil in tlie improTemont of asnciiU^o In order that 
this might he so it will he necessary to saddle the fanners and 
cultivators with clearly specified obligations corresponding to their 
rights and the continued holding of the lands should be subject to 
the due discharge of those obbgition® The entire agricultural 
region should he sahject to the supervision of ft Coininitteo composed 
of all the permanent right holders of tho area concerned which should 
have cognizance of all the agranan disputes in the area and of all 
matters relating to the execution of a peaceful and constructne 
agrarian programme 



TUi. PLAN ITS AUia AhD OBJECTS 
In tho preceding eeotion the mam principles governing the 
agncultural plan have been indicated The outline of the Plan 
may now be set forth The Plan may be considered from the follow 
mg two aspects namely from the. point, of view of its aims and objects 
and from that of the organization of the planning authority 
The following should be the mam plants of the Plan — 

(i) An agnciiltiiral survey of tho region which should include 
jthe full survey of the cadastral records and all categories of rights 
iin the land and of agricultural resources * 

\ (ii) Planning of crops This should bo done on an all India 
basis though naturally the Plan will have to be based on the materials 
supplied by the regional surveys planning of cereals commercial 
crops and agncultural exports 

I (ill) Deteruiiiiatiua of the economic holding and of the size 
'^of the iiopartible estate re distribution and consolidation of 
tho holdings ^ 

^ (iv) Modification of the laws of inheritance permissue legis 
lation for the consolidation of boldingb by giving the eldest or any 
of the other heirs the right to parchase the shares of tho rest in tho 
ancestral property such legislation to incorporate it necessary the 
principle of compulsion m order to aid voluntary consolidation 

(v) Provision of suitable agncultnral training and adult 
education 
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(vi) Provision of marketing facilities and regulation of grades 
and standards , establishment ofl^galaCeS markets including forward 
markets, proper dissemination of agricultural intelligence , regula 
tion of prices by the control of acreage and provision of licensed 
■warehouses 

(vii) Regulation of freights on agricultural produce ( including 
raw matenals as well as foodstuffs) 

(vui) Kodification of tenancy laws , abolition of intermediate 
interests , re settlement of lands and holdings the rights and ohliga 
tions of the ryots and farmers to be re defined 

(ix) Introduction of improved methods of cultivation and imga 
tion , agricultural cnginecnng improvement of cattle 

<x) Rural industrial employment 

(si) Improvement of village 

§4 

TBE PLAN ENQDTIOTS AND SUPVE^S 

Before the organization proper for carrying out the Plan w 
set up, a number of emjmnes and surveys must bo completed 
These enquiries and surveys should be conducted by acl Jioc 
committees or commissions of which the following may be 
suggested — 

1 A National Nutrition Commission — The Bureau of Survey 
Statistics and Research shoul d cond net a BUrvey_pf our nutritional 
requirements as well as existing deficiencies and should also conduct 
researches into the food values of our different crops together with 
the possibility finding out cheap substitutes The result of the 
survey as well as of the researches might form the basis on which 
the Nutntion Commusion might frame their recommendations for 
the planning of food crops and for the improvement of national 
dieterj 

2, Marketmg Surveys — These also should be conducted by 
ad hoc committees, there bemg as many committees as there are 
important crops for which a marlmting survey might be deemed 
to be necessary 
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3 Tonancy Commission — ^Thw should ho sotnolhing -wider 
m scope than a pitroly Land Revenue Commission The object of 
tho Commission should ho to rationahzo tho -whole basis of tenancy 
in India -with particular roferenco to the (inestion of snb-mfoiidation 
Its terms of rofcrenco should mclado the question as to how best 
to expropriate or reduce to tho unavoidablo minimum tho number 
of, tho intermcdiat.Q mtercsts -with the least disturbance of tho 
existing social order It should also define tho rights and 
obligations of the aovcral classoa of tenants and prescribe tho manner 
and method of employing the educated men of the province in active 
agricultural pursuits Tlio Commission should also make recommen- 
dations as to how boat to reform and reorganize tho systems of 
tenancy for the purpose of scounne tho best and most economical 
Utilization of hnd and for improving tbo relations of landlords and 
tenants 

4 Thcro should also bo a Rural Industrial Commission for the 
purpose of investigating tho question of sotting up rural industries 
This Commi&sioa should work in close association with the Katioaal 
Board of Industries 

6 Crop Planning Conference —An annual Conferonce should 
bo organised on the lines of the Confereoce that was called at Simla in 
1931 but with more oomprohensivo terms of reference This 
Confoienco should of course bo heW on an tdi-Indn basis It -will bo 
tho business of tins Conforenco to suggest ways and means for 
extending cultivation wherever possible or necessary and to regulate 
tho growing of both cash and food crops Tho AJl-India Conference 
should work through Provincial Conforencea and regional committees, 
and Its recommendations should bo based, among other things on 
the requirements of trade planning 

6 Rural Education Commission — The purpose of this Commis 
Sion should bo to organize agncultnral education and adult education 
in each of tho regions concerned Tfaero shmild-he a Central Commi- 
ssion which would lay down tho general principles of such education 
which might bo adopted and npphed hy tho regional committees 

7 Yillago Improvement —His subject will bo considered m 
detail in a -subsequent cliaptcr 

16 
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§5 

TIIE rUlN OBQANIZATION 

WJiilo tho above mentioned Committees and Commissions wilJ 
haie tho duty of conducting specific enquincs and survojs they 
will provide tho raw materials for tho policy to bo framed by 
tho planning authority In considering tho question of sctTing 
Up such an authority in relation to agncnltnro it must bo romembered 
til'll agriculture IS a proiincial subject There aro howorcr certun 
matters rolating^o agricnltnre which aro obviously of an inter 
provincial or all-India character For a proper regulation of such 
matters a Central Authority will bo necessary In regard to 
matters exclusively of provincial interest wo have to recall tho 
principle that tho Central Plan must ordinarily bo bisod upon tho 
recommendations of tho" 'provincial authonties It is theroforo 
suggested that there should bo a Central Board Agnculturo with 
the following subsidiary Boards namely. Boards dealing respoctivoly 
with the problems of Nutrition Irrigation and Agricultural Power, 
Animal Husbandry, Forests and Fruit Culture and Commeroial 
Agriculture The Central Board should be concerned mainly 
with planning and _roso arch whilo tho Provincial Boards should 
be charged with the duty of executing tho plans within their 
respective spheres The Province itself should bo divided into a num- 
ber of regions which should bo determined by tho Provincial 
Board These regions should bo tho bases of agncultural plannmg 
Each of these regions should havo a committee Tho constitution 
and functions of these regional committees might be fixed on tho 
lines of the Taluh Development Associations of Bombay which 
owed their origin to official imtiative in terms of a Resolution 
adopted by the Local Government in 1922 Tho Royal Commission 
on Indian Agriculture commend the setting up of such associations 
modified, where necessary, by local variations Thus they romarh, 
speaking of Bombay, that “where such Associations exist they have 
taken over the work formerly done in the taluk by agricultural 
assuviiAiuns, dtr»iit^aa®rA ttmrmA'vt.'tis anA sirnAai 

Membership of an Association is open both to co operative societies 
and individuals who aro wiUmg to pay a small subscription Tho 
Associations are mainly deliberative bodies which meet two or throe 
times a year to appoint office bearers sanction tho budget and 
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“ipprore programme of xrorL The eiecation of the programme 
lb entnistccl to the Secret'irj ind a small 'W' orkmg Committee of 
which two members are repre eatativea of co opcratno «oeietieE 
m the taluk The mam object of the Associations is the demonstra 
tion of improved implements improved seed and manures The 

funds required for the work of the Associations are provided by a 
eapitil fun I raided by 'innual subscnption from co-operative societies 
mdmduaU and villagco as n whole and by annual grant from 
Government which la C(|iial to the income from other cotuces up to 
a limi t of Es 1 000 In the scheme of planning envisaged here 
tbc'e acsocutioob or regional committees mil no doubt have somewhat 
cstende 1 hmctions But they uiU have the guidance of the Provincial 
Board an! one of their functions will be to carry out crop expen 
menls as well as experiments m ilairjqug auJ slock raising for which 
purpose each ot the ociations «hould ba%o at its disposal a demon 
sLration farm This farm may be operated as a model farm to the 
region eonccraod with its full complement of trained workers 
The eommitteeb will alsohaio the duty of executing the policy and 
the programmes laid down b> the planning auihonty withm their 
tc'Tieotive areas In idditiOQ they should each have an agnenlktiral 
meteorologicnl station and a dairying farm attached to it wherever 
snUabla ornece «ary The need for a more active interest ui 
agncoltttml meteorology is explained m the nest chapter The 
financing of the«e committees should be met out of a Tiecial charge 
on the landlord tonure holders' or thonllago commnnity as a whole 
or tho Government as the ca<e may be 

A referenco to the co-operatwe orgatu'alion may not be out 
of place while considenug the qoe«tion of agnculttiral a^-sociatione 
The time lias come for a complete oierhaul of the co-operative 
movoment m Indn Even a man m the “<11061 will suspect that 
there most he something radically wrong with a movement which 
after a history of 3.) years has not been able to draw within its 
fold more than 5 per cent of the popnlabon Yet wc cannot deny 
that even tho limited assistance whmh it has been gmng to the 
agncultunsts has been of great value where every agricnltunst 
IS bom m debt lives m debt and dies m debt If the 
problems of the accmnulated debts and of long term finance are 
solved and the co-operative bads are confined to the duty of providing 
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short and intcrmediato-tczm finance, tho movement can jet be 
rescued with a httlo state help, out of its present stagnation This 
will also enable the ro-constitutecl co-operatiro banks to link them- 
selves up to tho centres of high finance As regards tho liquidation 
of tho ancestral and accumulateil debts and the provision of the needs 
of long term finaneo, special mechanisms will be necessary for tho 
conciliation of debts together with a simple rural insolvency procedure 
for writing off bad debts Tho whole question of agricultural finance 
will be discussed in a separate chapter 

It may bo mentioned hero that tho composition of tho regional 
committees shonld, as far as possible, follow tho co-operative 
principle It is essential, in fact, that regional activities should 
bo based on tho voluntary effort and services of local people. The 
planning authority 'should direct tho Provincial Governments 
concerned to lend tho services of a trained personnel for technical 
as well os admmistrative purposes Thc«o committees should also 
rccoivo substantial grants or subventions from the Provincial 
Governments for tho mamteoance of demonstration farms for capital 
equipment, for conducting specific expenments and enqmnes and 
for publicity and propaganda So far as propaganda is concerned, 
rural broadcasting will offer a useful medium 

One important result of these committees being based on the 
co-operative principle wdl be that it will identify tho national energy 
in its primary form with tho most important aspect of national 
planning The co-operative organization of theso committees is 
proposed further, on the ground that a nucleus already exists 
in the shape of the existing co-operative societies Reference is made 
not so much to tho credit societies as lo the non-credit institntions 
such as land reclamation societies, irrigation societies better livmg 
societies and the like. The co operative regional committees will 
offer a focussing pomt of tho efforts of these societies They will 
infuse life where decadence has set in, and thus servo a double 
purpose These committees, m short, wiU offer a pomt — a vital 
point — m the whole comply of planning where the co operative 
movement, now moribund, may be made to fit in re vitalised 



CHAPTER XI 

IRRIGATION AND AGRICULTURAL POTVER 


' § 1 

EXTEVr AND Forus OF 1IUUC.ATIOS WORSS 
Tlie problem of imgation m ladia ij» of Mtal imrorlance on 
account of the disastrous effects which might follow a general 
failntft of the monsoons Water is the first conditicpjj of agncnltuie 
m India,” obserres Dr PiUai and the area where the chances of 
eenous dronght are remote is confined to Bengal Assam Eunno 
and the coasted stnp from Surat to the ealremc south of the 
Femnsula Elsewhere droughts are much more frequent than 
perhaps m any other agncnltnnil country There is yet an area of 
nearly a milhon "^tiuare m iles which are not «:afD Bgain^t the 
ODCortamties of the seasons and the nsLs of famine ** Wo hare 
seen how imgation improres the productivity of toil la certain 
provinces, and m the enso of ctrtam crops such as sugar, there 
would have been no cultivation but for imgation Artifi cial 
imgatio n is also a necessity for the •^ucw'^ful colLivation of the 
more valuable crops Thus, for m'tance, the imgahoa canals of 
Northern India which turn to prodacUve U'B the waters of the 
Indo-Gangctio system rank aznoog tho greatest and most beneficent 
tnumphs of engineeimg in the whole world The Umted States 
Bureau of Reclamation gives the following figures about the area 
of imgated lands m different parts of the world m acres — 

Coontiy Acreage irrigated 

India 50000000 / ’ “ 

U^A 20,000000 

Hessia 8000000 

•Pjllai , SraHomie D/»'/iOon.} ta India, p 56 
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Country 


Acreage irrigated 


Japan 

HRJTfc 

Mexico 

Italy 

Spain 

Franco 

Java 

Chile 

Argent na 

Siam 

China 


7 000000 
GOOD 000 
5 700 000 
4500000 

8 600 000 
3150 000 
8 000 000 
8 000 000 
2 000 000 
1750 000 
1000000 
1000000 


It will bo seen that Imlia has stUl the largest acreafro irrigated 
in the world Of tho total collivatcd area of 280 inilhon acres m 
tho whole of tho country no less than CO roillio n acres (1937)_T ,ro 
annually irngated on tho average from one sour'ce’ or another Of 
this area SO million acres are irngateii_/rotn canals 16 million from 
wells a nd l6 million fr< mi tanks streams and other sources Agriculture 
in’the Punjab aTi5*'Sind and also m a largo area of the United 
Provinces depends on the canals whilo m tho rest of tho United 
Provinces Central Provinces, Bihar and Bombay, irrigation from 
tanks and small Jakes plays an important part ‘ Some of these works 
amount to minor canals fed by storage reservoirs on small nvers 
or by barrages at the necks of mountainous catchment areas The 
traditional skill m the management of some of theso small water 
supplies IS perhaps seen at its best in mountain nee cultivation 
where a small hill stream is successfully trained to feed successive 
terraces covering several hill sides with a range of elevation of , 
I perhaps a thousand feet or more’ * One characteristic feature of | 
1 Indian irrigation is that presented by the wells These cover a 
total area of 15 million acres Many of theso wells are small 
and yield~iiot “more ttian 800 gallons per hour so that even a 
comparatively light irrigation means something lik e GO hou rs work 
per acre The lifting of water from those wells is done b”y~bullock8 
Usually a leather bucket is hauled by a ropn aver a pullev and 
drawn by bullocks walking down a slope In many cases tho water 
j lifts are tho Persian wheel and its various adaptations ‘Where the 
*Sir Bryce Burt AgrteiiUure atid Antmal Husiandry tn India paper published 
iQ the Field /Sciences of India (1937) 
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Trells arc larger, small oil engines anil centrifugal pumps arc 
employed 

Of the total area imgated in India in 1935 36, ahont 47 pe r cent 
Tvas imgated from Government Canals,_ abont 7 7 per cent Irom 
prnate canals, about 25 per cent from treUs, about 12 per cent 
from tanks and about^O per cent from other sonrees of irrigation 
Of the total area imgateJ, tho Punjab accounti-d for 29 cent, 
the United Provinces 21 per cent, Madras 17 per cent, Bihar 9 per 
cent and Smd 8 per cent 

Thus ve have three different types of imgation works— storage 
works, wells and canals 

Storage irngation schemes arc particularly useful where there 
IS a shortage of rainfall during the dry season and rivers also dry 
up In Bengal, ui the western parts, storage works have assumed 
great importance Thus tho .Darkegwa rrHcservoir project is espseted 
to imgate abou t ^XIOOO ac res while the More "Reservoir p roject 
IS calculated to irrigate 432 000 acres Storage works. liy impounin’ 
lag during taa nooiis and supplementing the dwindling daily 
flow of the nTCTS during periods of scarcity intervening between 
floods as in Bengal, really function like a flywheel m an engine 
They increase the imgable capacity of a stream enormously, 
especially as the stored water is needed for irrigation not so much 
lu tho trausplautahuu season, wbeu though a large umounL of water 
IS required the rainfall is usually sufficiont, but in the latter part of 
the crop period when the lequuementa of crops are the minimum 
These storage works aro necessary m Bengal as owing to the proximity 
of the catchment areas of the delta btulding nvers to the areas to be 
imgated, nver supplies also fail when imgatioa is required during 
periods of scarcity 

The weUs constitute an effective protection against an early 
cescation of the monsoon and thereby prevent a restnction 
m. fUc. area sown unhex the rdhi cre^*! Again when there is a natural 
deficiency of mnisfure at the proper season dtirmg the different stages 
of the growth and maturity of the crops due to the failure of the rams 
at the proper time, the wells mitigate tho effects of such a deficiency 
Moreover w ell imgation has been a great protection to the late ricg_ 
crop ^nd_tho rah crops in general xrocn a failure of winter rams 
threatens the outturns of theso crops The relative advantage of well 
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\ imgatioa compared to tanks and canals is that tho latter sources 
\fail m a year of dofioioncy of rainfall Wells, however, offer a more 
elastic source of supply of water They aro particularly suitable 
^ a socond lino of defence in those regions where artificial 
irngation is not necessary m normal agnoultural seasons In such 
areas canal irneation or tanks would, become an uneconomic 
investment 

It IS obvious that the area irrigated from canals reservoirs and 
wells depends upon tho gneo of agriculture produce and the ex tent 
^ t^ which^othor souroos of irrigation aro available For instance 
)when tho pneo of agricultural produce falls, tho incidence of 
irrigation rates goes up and it does not pay to take water 
|rom tho canals or reservoirs Tho wells then come into 
service 

While there has been a considerable development of well 
irrigation in the Eastern and tho Central Gangetic Plains, the Western 
Gangetio Flam has depended moro on canal irrigation Speaking of 
the United Provinces Dr B N Gangnh* has testified to the remark* 
able increase in tho irngated area in all the districts which have 
been brought under tho canal system He points to tho fact that 
canal irrigation in the United Province has not been confined to the 
and tracts which had no means of imgation but has also extended into 
tho tracts served by wells which bavo to that extent been superseded 
by canals But oven now there aro large and tracts in this region 
which aro still out of reach of the canal system In those tracts 
the percentage imgated to total cultiratod area is much lower than 
in tho Central and Eastern Gangetic Plain In this respect 
Dr Ganguli calls attention to an obvious defect in the development 
of the canal system Ho points ont that a mere replacement of 
masonry wells by the canal system may lead to a defective system 
of imgation Even m those districts he points out, which have 
been brought within the canal system, well irrigation is indispensable 
in tho case of land near the yiSage sites as well as in the outlying 
tracts The rise of the spring level however, has to a great extent 
mereaoed a difficulty of constructing masonry wells Hence it is 
obvious that canal imgation would have produced tho most desirable 

*Dr B N Oangub Agrteuliure and Population tn the Oanoet Valley 
(1938), pp 77 ff ^ 
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results and easiired greater avricaltaral protection on the whole, if 
it had supplemented well imeatioa and development mainly m the 
and tracts where the agncuHoral water supply denved from wells 
and other sources is totally deficient But this pnnciple has not 
been followed and the more replacement of well imgation by canal 
irrigation has been cleai'lj an economic wasLe ’ * In fact Dr Ganguli 
thinhs that the proper imgabon policy for the western G-angctic 
Plain should ba to rely Tnore and more on well imgatTon A 
consistent pursuit of this policy is however subject to certain 
limitatioos III the first pUcc the sinking of masonry walU m this 
region as already pointed out is difficult The disadvantages m respect 
of meteorological conditions and the deficiencies m respect of the 
physical and chemical coaditioas of the »oil are also factors which 
ultimately determine not onlj the agricultural prodnetmty but also 
tho agricultural &ecnnty of the different natnral regions of the upper 
Gangetic Plain The eastern and central portions of this region” 
obserrea Dr Ganguli enjoy inbeieut iiatnraKulvaiitages which have 
increased agcicultiual productivity and have created more etabla 
conditions of agnculturo by facilitating development of elastic 
and unfailing sources of artificial imgation The western portion 
of this region on the other band is more ei^eptible to fiuctutions 
oframtall. and the natural disadvantages from which this region 
suffers have hampered the development of well irrigation on sound 
hues t He concludes from these arguments that the geographical 
distribution of population in the upper Gangetio Plain depends 
essentially upon the facilities of agncoltural water supply, and these 
are, again determined by the meteorological conditions and the 
physical and cheimeal eonditiona of the soil 


•Pefemng to the remarkahle eznaneion of the irrigated area in the 
uestam Gangetic Plain, Ur Gangnli observes Such remarkable expansion 
of tbe nrigateii area oDviousty meast that extensive areas of dry waste tend 
were brought under cultiration and the tracts ladiHerently served bj wells 
beaan to bo intensivety cultivated owing to plentiful supply of canal water 
Moreover derelopnjent of canal irrigation has increased agricultural productivity, 
not onl> bj calling forth full powers of the soil supping sufiiaent moisture 
to day, and thus increasing outturn of the crojs, hut also leading to substitution 
of valuable to6i etopa bke wheat maize and sugar-cane for the inferior ra6i 
crops like bsrlej, luar bajra and gram Jhidp 78 

■\Ibul pp B1-6 j 
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§ 2 

VALUE OF raniGATIOK WORKS IK IVDIA 
The utility and necessity of irrigation depends partly on the 
nature of'tbe~Boil on the ^iount of rainfall and the numter of 
croppings It also depends partly on whether it is productive or 
protective in its nature This used to be the classification formerly 
used for official purposes Th e productiv e were those that were regarded 
as financially remunerative ^e protective" works were those which 
were r^ard^ as an insurance agai nst famin e "With imgation 
as a provincial subject this classification has been substituted 
since 1D22 by that of productive and unprod uctive But the 
idea of the protective ^aracter of certain works still lurks 
in the public mind Indeed the point cannot be disputed that 
irrigation has an important protective function in a country whose 
wealth, depends primarily on agncolture and where so many millions 
subsist on agricultural operations In a country where ramtall 
13 concentrated during certain months of the year agncultural 
operations have necessarily to be confined to a portion of the year 
In so far as irrigation makes a regular supply of water in adequate 
quantity available for purposes of cultivation it enables agncultural 
operations to be continued throughout the year and with a suitable 
rotation of crops it can do it without any undue exhaustion of 
the fertility of the soil The necessity of imgation appears from 
another point of view Speakmg at the Centenary of Malthus at 
Lucknow in 1935 Dc B&dhskamal Jlukeqee dreu attention to 
tho fact that the hfalthusian law of diminishing rotums was 
also operating by water which had become the limiting agent 
in agricultural development m considerable areas for instance in the 
Muttra Etawah region due to the fall of tho sub soil water level 

Thus the value of imgation to an agncultural country like 
India cannot be exaggerated ^TheTiStory ol ancient civilizations 
IS often found to have been bouud up with the history of imgation 
works Many ancient countries had developed highly perfected 
systems of imgation in the hoary past traces of which still remain 
to remind us of the glory of these worts India was no eveeption 
and the wonderful imgation systems in the south of India have 
in more than one case fixed the modem system adopted in those areas 
Even lu Bengal as tho late Sir "William Willcocks one of the 
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The reference to the United Provinces project has been a digres- 
sion Artificial irrigation is to be understood as part of the 
general problem of water supply In those parts of the country 
where rainfall is heavy, agriculture is secure In such areas, heavy 
yielding food crops such as nee as well as valuable commercial 
fl-ro ^raised with tho help of the rainfall due_to the mons odHs 
and 0^ spill irrigation Generally spoahing the Ganges regi^ 
IS watered with tho help of the rams while artificial irrigation is 
a factor of agricultural development in the Punjab, Sind and the 
coastal plain in South India In some parts of tho area subject 
to the monsoons, the rainfall is so heavy that even after the 
summer harvest is reaped so much moisture is still left in tho soil 
that another winter crop can often be taken off tho same land in the 
same reason without manuring and irrigation* In other parts 
though the rainfall is heavy, it is so badly distributed that there 
may be a complete failure of the crops or even famine for example 
when there is a failure of the rains at the critical time Where 
however, the rainfall is moderate but tbe cultivators depend on 
artificial irrigation as m the Punjab a stable agncultural economy 
becomes possible and the density of the population keeps pace with 
the development of the sources of artificial irrigation Thus the 
Gangetio plain has to contend against two different problems la 
some parts owing to heavy rainfall that is evenly distnbutcd 
the problem is one of water-logging and over saturatioji In 
other parts the problem is ono of retaining every drop of moisture 
in the soil t In such a case artificial irrigation is turned into a 
factor of great importance m the rural economy of the Gangetio 
plain 

Cont nuti from prtv mu pall ] 

The initial objectives of the grid scheme were to supply power to irrigation 
pumping stations for lifting water from nvers flowing at low levels for irrigating 
tracts hereto uncommanded by the existing canal systems At the same time 
power was to be supplied to all towns and nrban areas haTing each population 
of 5 000 or over in the districts affected Under this aspect of tne scheme 
power has already been supplied to eighty eight towns for domestic and minor 
industrial purposes Demand for electnciW having been established in the area 
arrangements nave ’oeen mahe 'lor expanaing tne supply oi power 
of the tert ary net-work both to the State tube well system and to farm installa- 
tions Agrtcullure and AntTnal Husbandry tn Jadia ’P&rt I 1936 p 256 

*Dr B N Ganguli A^fullure and I^>puIaUen in P'S Ganges I alleg 
(1938) pp XV XVI 

ilbtd p 68 
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§3 

mnioATiON PL.o.sr\& 

The arguments presented above reveal the nece‘^<it^' of a 
complete hj drographio siirvey of the country 571111001 soch a 
survey it 'would not be po‘-‘ab!e to determine the correct type of 
irrigation suited to tho different regions of the country It has 
already been pointed out in Chapter TUI that the eurveys to be 
conducted by the Euieau of Survey Statistics and Research should 
include a hydrographic fcorvey of the country The deselopment ^ 
of irrigation works must however be supplemented by the control 
of meteorological conditions This mclude-s m particular the survey 
of soda on the one hand an J the control of moisture on the other 
Soil surveys m typical regions arc already m progress m different 
provinces of India What is wanted is that these surveys should 
be j^ducted on a cotnpreheosue and sj^-tematio basis, As regards 
^i^trol of soil moi'^tiire the full significance of agricultural meteoro- 
^Dgy does not appear to have been rcali'ed by the different Proimcwl 
Oovemment® though ‘omc attempt-) have been mode for instance 
at Poona to determine the extent of the ab'orption of moisture by 
the «oil from the aiflayere near the ground It -n as in 1930 that 
the Impenal Council of Agncoltoral Re«oarch approved of a sehemo 
of agncultural meteorology which was however actually inaugurated 
in 1932 A Central Agncultoral 3Icteorological Observatory ha^ 
been started at Poona to study the climato of air and soil-layers near 
the ground m the open as well as laside different crops (which is 
called “micro-clunote’ ) and to evolve methods of measuring thc'e 
with the help of specially designed instruments ilicro climatic 
measurements form an important part of the work of the Observatory 
It IS found that tho macro-climate or the general cUmate of a 
locality differs widely from the micro-climate When we wish 
to study the enviroiimental factors of different crops, gardens, forests 
etc . the careful measurement a£ mmJP-rJbmai-p hrrnnwji as 
important task Other n.seftil erpemnents loo have been conducted, 
for instance, into the absorptive properties of different soils, sod 
temperatures, radiation etc 3t is evident that if full use is to be 
made of the possibilities of the smeuce of egneultoral meteorology 
it should be necessary to eijmp ^elected farms in different regions with 
standard meteorological equipment 
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The possibility of the “transference” of the fertility of soi^ 
from one part of the country to another may also_b6_inyestigatejl._ 
ScientiSs now tell us tFaT fertile ^1 can not only be “manufactured ’ 
but e ren * transported'* Thus Dr Peareon refers to the ease ot the 
Channel Isles where there had been many sites ongmally 
more or less bare rook to which gfood soil was taken with the 
result that plentiful crops are now growing year after j ear, and 
some of them two or three crops within the year * The introduction 
of glas 3_frame3 and green honse heating appliances, even manure, 
are contnbutmg to the climafeToF Tiorlic ultnral an d agncnltural 
purposes In short, agricuJlararchemistrj', agricultural meteorology 
I and a well-planned system of irrigation must bo the complementary 
Iparts of a comprehensive plan It will therefore be necessary 
for the Central Board of Agncolluro to devote proper attention to 
the chemistry of the soils in India and to organize a proper study 
of agricultural meteorology The Bureau of Irrigation similarly 
should proceed on the results of a hydrographic survey of the 
country and devise, in accordance with these results, s comprehensive 
scheme of imgation works for the country as a whole The Bureau 
will naturally work through regional organizations, the appropriate 
regions bemg determined for imgation purposes by the Bureau "We 
may also add that the methods of ploughing are intimately connected 
with the nature of the soil For instance, eub-sod ploughmg is a 
tillage operation which is required in certain circumstances, for 
instance, when an impemoos pan prevents the downward passage 
of water, roots and air This method of tillage does not aim at 
bnngmg the snb-soil to the surface but m rendering it permeable 
to water, and from this point of view, it may be regarded as supple- 
mental to drainmg 

In this connection reference may be znade to the necessity of 
preparing ‘ Land Utilization Maps” which will be a full record for 
the whole country and of the uses to which the land is put at the time 
that the maps are prepared Such maps have been prepared 
for England Mr C F. dose writing m the Geographical Journal 
about these maps observes “Survey maps were published which 
show m colour, the cartographical results~of the survey Six colours 
have been used for the ovei>pnntmg tract, green for forest and 
•Pearson 2Tre Orotcth and Dulrthutton of Filiation (1935) pp 22 23 
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•woorfland , light green for meadow land and permanent grass, brown 
for arable land, inclading rotation grass , yellow for heath 
land, commons and rough pasture , porple for gardens alloments, 
orchards and nnrsenes , and red for larwl agnmlturally unproduc- 
tive,” About the uses of these maps. Hr Close says * First, 
they form a more complete topographical map than any 
which has esistecl hitherto The picture which it gives of the 
country is a fuller one than that which is given by ordinary topogra- 
phical maps Secondly, the new senes forms a kind of Domesday 
ITap of the land of Great Bntam It is a record which will be of 
immense value in the future And thirdly subsequent surveys 

of a s imil ar kind will when compared with this pioneer survey, 
show, with exactness the details of the changes which the land has 
undergone dnnng the interval Agncoltnrft will become 

relatively more important in tho life of a nation and the land ntiliza- 
tioa’eurvey will be part of the apparatus of development ” These maps 
were prepared m England m W32 We think an effort should be 
made in India too to prepare such maps for the countrs' 

A few words may now be said on the possibihties of agnoul 
tural engineenog m India So far as the question of supply of Power 
to the agncnltunst is concerned, mention has already been made 
of the Ganges Hydro-Etectnc gnd scheme in the United Provinces 
which has enabled Power lo the extent of 12000 kilowatts to be 
transmitted over a total area of 12000 square miles In the same 
Province, in Bijnore and iloradabad districts, 200 cusecs are being 
lifted from the Ram Ganga nver to a height of 35 ft for the protec- 
tion of area of 100000 acres In the dry tracts commanded bynver- 
fed canals, extensive expenments have been made lu pumping water 
from the subsoil by means of a system of state-owned tube 
\Hydro-clectnc power la being otiliscd not only for tho purposes of 
hmgation but also for the processing of agncoltural products A 
aartaiQ. dfiveloTjmfiuJi af elfintafied a^FutnlLural mduatnas. ha.s. heau 
conseqnently possible The full possibilities of the application o£ hydro- 
electric power for such purposes should be immediately explored 
As regards mec hanical c ultivation, there iieeius to be at the moment no 
limit to its possibilities There is again no doubt that the application 

*See JsnaiHiireaml Aniim! ffabtuid/yift Ittliap.93S) Parti pp 22.’>ff 
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of scientific methods of cultivation with mechanical power iniolvo 
a radical ro-organisation of the present agricultural system As 
Dr Pramathanath Banorjea has pointed oat, "the scientific method of 
cultivation, involves large tracts of land, deep ploughing, perfect irriga- 
tion, good manunng and proper rotation of crops, and thus necessitates 
the expenditure of a large amount of capital which is beyond the means 
of tho ordinary cultivator* Enough, however, has been said suggest- 
ing that if agriculture is properly planned there is a great room 
for tho application of science to agriculture It is a fact that m 
some cases tho introduction of mechanical methods reduces tho costs 
of cultivation Tins refers particularly to improved agncultural 
implements The Royal Commission on Indian Agnculturo found that 
in 1925 2G only 1 7,000 improved ploughs w ere sold as against the total 
of 25 millions ^ ughs already m use It has been calculated that 
an improved plough turned out by machinery costs about Rs 4 | 
compared to an indigenous plough which costs from B to 6 Rupees j 
each Similarly whore motor tractors can bo used, it is likely io bo 
more economical than the existing appliances As the result of expon* . 
merits, it has been claimed that tho minimum economic working 
life of 8000 hours could bo safely assumed for a tractor, and with/ 
further improvements its life is certain to become longer still 
Experiments conducted at Pusa also showed that a tractor could^ 
easily displace 8 to 10 pairs of bullocks Where largo extonsivs/ 
areas are at present lying desolate, the possibilities of large sc ale 
agriculture with the help of motor tra ctgGtjs by no means a fa? 
'fetched one With the c onso lidati on of holdings and rationa lisation 
of the agncultural system the possibility of scientific agriculture 
has practically no limits’ Unfortunately, proper attention does not 
seem to have been given to the question of agncultural engineeriDg 
Yet it is evident that this is a subject on which the State can 
usefully co-operate with private organisations, for instance, with 
trade organisations commercial farms, large land-owners and the like, 
who have already been taking interest in the use of tractors in their 
own estates The yJanning’ authority mush it is obvious encourage in 
every way possible mechanical inventions in relation to agriculture 
It IS only in this way that the full benefits of agricultural improvement 
can accrue to the country 

*Dr Pramatlianath Banerjea A. Study of Indian Eionomtcs pp 86 
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§4 

OfiOA5U\TIOS 

So fir as th* orgaaiza*ioiial asp«^t of imgatioa planaing is 
cont^f'mecl, it has already been mentioned that the Rnrean of Irriga- 
tion ivill be responsible for preparing a conpreheiuive Imgation 
Piaa for the whole country Soffiment has been =aid in the preceding 
sections to indicate that the problems of imgation are different in 
different parts of the cotmtry II would therefore be convenient if 
the Central Boreaa of Emgation has the proposala emanating from 
the provincial authorities as the basis of its Plan. It 'would also b» 
convenient it when th“ Plan u trained its eiecuBon devolved 
upon the pr ivincul authontiea con'vmed 

Th« cooatita’ioQ of the provinctal aathonties and their powers 
should receive careful att<»ntion Imgaaou hie railways requires 
a programm® of coastruotioa and development spread over a number 
of years and it u ««seaual that both from the pout of n^-wofita 
control and finance it should be mad® independent of the turns m 
th* fortunes of political parties or of the exigencies of the annual 
budgets In other words it would b® nece««.iry to set up provincial 
organiaatioQS on the lines of an Improvement Trust or a Port Tms*, 
■which should be incorporated by law each with its own independent 
sources of revenne for the proper financing of the approved projects 
In short a "Waterways and Imgation Trust should be formed in 
each province for the purpose of giving effect to approved echenea 
and administenng the general imgation and waterways polifry of 
the Province concerned The function of the®e Trusts should be the 
double one of revi'viiig and xf necessary reconstmctug the nver 
and drainage system of thepromnee and of the eiecution of schemes 
of imgauon suitabl® for the pronnee Where nece««ary, the Water- 
■ways Trusts should be orgaoized on an inter provincial basis The 
Chairm.'acicrl V/femvVffte^OTTi^'paid tifitiral ■a'tfptciTft.frA 

by the Provmcial Govemment while the other Trustees should 
represent tho different interests relevant to the worh of the Trust 
These Trusts should b® authorized to finance the approved «ohemes 
allotted to them by the issue of long term bonds The Bengal 
Waterways Board scheme represents thf* type of authority to which 
these Trusts should couform 
IT 
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§5 


IRRIGATION FINANCE 

"While the Bureau of Imgatiou will hate to devise a compre- 
hensive hut well regulated scheme of imgation works for the whole 
country not the least part of the business should be to find adequate 
ifunds for financing the works The capital cost of the schemes may be 
jmefc by tho issue of bonds But the service of such bonds and the 
maintenance of the works will also require finance Imgation finance 
has been a thorny prohlem. for a good many j ears When irrigation 
works used to be classified as productive and protective, p roducts e 
works used to bo financed by means of loans w hile protective works 
used to be financed from general revenues chiefly from the Famine 
Insurance Grant, naif of which'tRsWB lakhs) was ordinarily set apart 
[ for protective railways and canals Before the Imgation Commission 
(1901) reported, a major part of this sum used to be allotted to 
railways, but following the report of the Commission it was decided to 
allocate the whole of this sum to protective imgation works In 1922, 
the distinction between productive and protective works which had 
never been precise was abolished it being decided to finance all works 
of importance by means of loans The total capital invested in irriga- 
tion works rose from Es 42 crores in 1900 to Rs 78 crores m 1930 an 
increase of Rs 86 crores m 20 years The Imgation Commission 
it may be recalled had recommended a rough programme for 
a period of 20 years at an estimated expenditure of Es 44 crores 
The recent developments of hydro electric projects have added 
to the scope of irrigation works in the country and to the 
^necessity of organising a system of adequate finance for tho 
same Imgation is now a p rovincial subjec t The Provincial 
Governm^ts h"a^ however beengiven borrowing powers and there 
could be no more appropnate reason for making use of the borrowmg 
power than the development of imgation throughout the province 


The Bureau of Imgation should lay down a romprehensivo 
programme of imgation works spread over a number of 5 ears and 
each province should be allotted the funds necessary for financing the 
works The central planning authority should grant subven 
tions in special cases A total initial capital expenditure of fifty crores 
of rupees for the whole country spread over ten jears should not be 
regarded as erring on the side of excess No hesitation should be felt 
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la rvi'tng this sum w hicli will reproduce itself i£ not m the shape of 
immediate return at le'ist m the shape of increased prospentj The 
point maj bo illaalrited b> referring to the imgation worLs inEgi^t 
Withm months of the completion of the Assuan Barrage, the 
price of land m Egipt bad nson from 14 jearss purchase to 20 5 curb' 
purcha'e or 40 per cent Indtlaeirs tho a \liio of agricultural 
land in Egypt had n»en from ^^loOOOOOOO to £550000000 and 
IS to-daj avorth £700000000 

V In thib connection a reference i*. nece® arj to Dr C* K Vakil s 
finding that the Inlian Imgition Account shows ft net burden 
to the State when tbt poition yf laud reaciiuo increase which is 
shown as du to irrigition is allowed for* Dr Vakil takes 
objection to the practice of including within imgation receipts a 
portion of land revenue which is 'Uid to be due to imgatioii on the 
ground that tho melasion of this item within irrigation receipts 
lb Urgtlj coiijectui al and arbitnrr besides being unscientific and 
misleading II<, wouH r«. tore this item to Land Revenue proper 
and make a correspondiag deduction from the irrigatioa receipt^ 
As a corisequenco of this adjustment ho finds thit the irrigation 
account reallj -.how-, a net burden to the State While there is 
considerable force in hts argument it may be pointed out that there 
is a direct relation between irrigation and the prodnctivitj of hud 
and therefore land revenue As a matter of fact the EgJT>tian system 
does not fiavour tha imposition of any «pecifio le\T for imgation 
but combines tho lind reienue with irrigation charges T There is 
a good deal to ba -aid for this new Irrigation rates arc at present 
fixed mamly with reference to tho co t of individual projects so that if 
tho co t IS high the rate is al o high often being pushed up to such a 
level that it goes beyond the capacitj of tho cultivators to pay To 

*C ^ t nkil Fmaaeitti Dtreloj>ii •nh tn Uotlcm Iuf\fT Chapter VIII 

t The E’’vptiaa sistem haslisted six thousonil years and is working well 
today the comlined levy is applied to the whole area of each block of the 
Hat anti allows every landholder to look on land and imgation as one and 
eneoumces him to irrigate his fields when they need water It does not 
eneoaraj,e him to pat ofiimcationto the last moment and often lose no small 
part of his bane t Irrigation means msomnee asamst drought and the 
vagaries of rainfall and a fixed combined land and irrisation tax, to be paid 
year in and vear out insures a'^mst the worries of watchinsi wand and cloud 
and seeinir if one cannot evade part of the tax while all the tune crops are losin®- 
value b \ Peitson The GtokIA and Dutnbution of Population (193oj! 
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blame the cultivators who are unable or unwilling to take water 
at a cost which agriculture will not bear will be misleading m such 
circumstances A faulty system of xrngatiou finance is perhaps 
more to blame It is possibly for this reason that the Lloyd 
^arr agg^ LSu^kur Ji as turned out to be an unprofitable investment 
from this pomToT^ew This project was opened for irngation in 
1933 and yielded a net revenue of only Rs. _20 lakhs during 1930-33 as 
against a cost of about Rs 30 crores Even inspite of such set-backs 
or exceptions, productive imgation works have in most cases yielded 
a satisfactory return on the total outlay of capital Tho canals m the 
Punjab, for instance, yielded 124 per cent m 1933, while tho not 
return on capital for the whole country was 6 35 per cent 
roJJfi-pQy purposes of planning, however, it should not be proper to 
concentrate attention only on the imraedialo gam It is of the essence 
of planning to look ahead into the distant future, and therefore, 
the utility of irrigation works must not be judged so much with 
reference to any immediate return as to its ultimate effects on tho 
agricultural prospenty of the country This is particularly true of 
hydro-eleetno projects the full effects of which would require a 
relatively long stretch of tune to be apparent In so far as the 
cultivators are not able to pay the rates which will result in a 
fair return on the cost according to the standards of the 
capital market, it should be the duty of the Government, to 
charge the deficit, in the shape of a sinking fund, on the general 
revenues of tho country 
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S 1 

TOS PnOBLEV 

When it IS reahved that India predominantly an agncultnral 
country the significance of her cattle wealth hccomes at once 
apparent Mechanised agriculture is 'till a far cry m this country 
'igncultiiral operations being performed mostly tv jth cattle labour 
The total livestock population of India (including Burma unci the 
Indian States) as shown in the Census of 1933 is approMinately 316 


millions distributed as under — 

Sulla and Bullocks 66 millions 

Cons 53 

Young Stock 46 

ToUl(0»Tnbo) IGS 

Male Buffaloes 7 

Female Buffaloes 92 

Young Buffaloes 18 

Total Buffaloes 47 

Total Bovines 815 

Stieep 43 

Goat 58 

Horses and Fotues 2 

Mules and Donkeys 2 

Camels 1 


Oronl Total 316 

Unfortunately a large proportion of India s cattle power is 
practically lost to the country, for a great many of the livestock 
maintained m the country are of extremely poor quality 
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A survey of tho conditions of cattle management in India 
shovvs that the total number of ordinary cattle is primarily determined 
by the number of animals needed for work on the land they far 
©Kceed m number tho milch cows It is also agreed by experts that 
the existing number of working bnllocks can be greatly reduced 
without necessarily reducing tho existing standard of cultivation 
Finally it is also a fact that there has been a progressive 
deterioration of cattle in India The worse the condition for rearing 
efficient cattle the greater tho numbers kept tend to be As the number 
increases or as the incrca'se of tillage cncroachc® on tho grazing land 
the pressure on the available supply of food leads to still further 
poorness m tho cow As cattle grow smaller in size and greater in 
number the rate at which conditions become worse for tho breeding 
of good livestock is accelerated 

The problem of tho improvement of cattle m India is a three 
fold problem according as cattle is used Cattle may be used as 
draught animals for tho plough or the cart Secondly they are 
important from the point of view of milk production Thirdly their 
importance arises from the point of view of livestock mdustnes 

Of these three uses for which cattle is necessary m our country 
its use m agricultural operations is by far the most important 
Milk though important is a secondary consideration The pnmary 
function of the cattle is to provide labour for agriculture Without 
the bullock no cultivation would be possible without the bullock 
no produce could be transported Hearing of zniJch cows has usually 
been regarded in India as a question of secondary importance 
The choice is always lu favour of the cattle which can be used in 
agriculture In one sense there is a divergence of interest concerning 
the use of cattle either for agncultural operations or for the purpose 
of milk supply in that the opinion is strongly held by experienced 
breeders throughout India that development for milk is detnmental 
to the capacity of Indian cattle for work The cow is looked upon 
by the villager simply as a mother of the working bullock It is 
also pointed out that until the village dairy industry has been 
developed cattle breeders must be expected to continue to produce 
the non descript inefficient general utility animal so commonly met 
with all over India * 

See a paper by Col A Ower n&9 Journal of the I npertal Council of Agrictil 
I ral Research May 1933 
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As regards tho uso of cattle as producers of milk, ifc is the 
she-buffalo and not the cow that is commonly regarded by the 
villagers as a milk producer The buffalo is the villager’s main 
dairy animal and yields about twice as much milk as the cow 
Eecentlj at the instance of His Excellency Lord Linlithgow, a 
snrvej of cattle and of milk production and consumption was under- 
taken in seven tj'pical breeding areas The survey revealed the 
village buffalo e superiority to tho village cow and the reason for it 
The figures are given lu the following table — 

TABLE 



Areragt yieW of mill 

Iba lbs lbs lbs lbs lbs lbs 
Cows 472 44$ 3S9 3 74 1 G7 S 90 464 

B«ff^Io6s 824 1131 700 &4C b 44 7 07 0 bO 

EihmalKl quantity of mill ful fo 
eatres iliiniiy t/cir gioictft 

Cews male 477 810 348 191 141 37? 419 

Cows female 377 193 149 211 142 271 430 

Buffaloes male 299 1S9 195 250 267 Cl3 G80 

Biiffslocs female 423 337 321 831 369 617 C18 

The Royal Commission ou Indian Agriculture also found that 
' it IS the number of she buffaloes, not the number of cows, that 
has to be taken into account when seeking an index of mdk production 
of a province Where\or an important market for ghee exists, 
it IS the she-buffalo which mainly snppUes it ” Er Wnght has 
also stressed the buffalo’s importance and opined that the buffalo 
will for many years hold her own. against the cow as the premier 
dairy animal of India A recent investigation conducted by 
Mr K P R Kartha of the AnimalHuslandry Bureau of the Imperial 
Council of Agricultural Research regarding the comparative 
economic efficiency of tho Indian cow and tho buffalo as producers 
of milk and butter fat led to the following conclusions — Co) The 
Indian cow shows latent milking quahties and if specially hied, can 
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reach the level of the half-bred m milk porduction and beat her in 
butter production , (b) if fodder is cheap, the buffalo can compete 
with any breed in butter fat production and with the ordinary Indian 
cow in both milk and butter If fodder is of moderate price only 
the specially bred Indian cow can beat the buffalo in the butter pro- 
duction, but if fodder is dear, even the ordinary Indian cow can beat 
it, and (c) under existing conditions the buffalo is more economic 
for the villager than the cow, as the free grazing she gets on the road 
side enables her to beat the cow in the production of both milk and 
butter Mr Kartha accordingly conclndes that discrimination is 
necessary in choosing the right tjrpo of milch animal for dairying, 
the choice depending tntei aha on the cost and type of fodder 
available 

The survey conducted by the Imperial Council of Agricultural 
Research in the 7 selected areas recorded the following interesting 
facts regarding the consumption of mdk Taking the 7 tracts together, 
it was found that 16 per cent of the fa milies in Indi a do not receive 
any milk or milk tir^ucr~ -86~ 1>er^nt consume the equivalent of 
bet ween U and b ozs milk per bead per da^vib per "cent b etween 8 
and 16 ozs , and the remainder or 22 per cent receive o ver 16 o z& 
Assutamg that the minimum physiological requirements of thVpeopIe 
a large proportion of whom is vegetarian is between 15 and 35 ozs 
per head per day, the proportion of families which obtain this 
quantity is only a fifth of the total It must be borne in mind that 
these figures represent only the important breeding tracts and not 
the whole of India Since breeding tracts should be expected to 
produce and consume more, the all India consumption is likely to be 
less The necessity is thus clearly for a large increase in milk pro- 
duction It was found on an analysis of the records of purchased 
and farm-bred animals available in Government farms during the 
same enquiry that in the case of cows a regular average increase 
of 60 per cent of milk yield was obtained by better feeding and 
management alone, while the farther improvement due to breeding 
prodiiceJ only 10 to 12 per cent la the esse of baffshes the corres 
ponding figures were 15 2 per cent and 8 8 per cent These figures 
support the evidence that proper feeding and management are of the 
utmost importance under the present conditions in India and that 
the buffalo is generally better looked after by the cultivator 
than the cow 
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As rcg'irds tho iiso of ciktlo for parposos oklier than tboso in 
rchtton to agncuUurxl opervtions it hns been estimated Indian 
cattle even in their present condition prodneo about Its 540 ^ 
crores worth of dairy products and Ks 180 crores worth of manure The ^ 
cishaaluo ofdairs products in India has been estimated to exceed that 
of tho work of all kinds performed by cattlo for whiob they are at 
present primarily bred and raamtamed and it seems certain that with 
clio ada anuo of iiicehaiiie il means and llie increased mdk consump- 
tion certain to ariio with the broadening of education the disparity 
will become increasingly greater year by jear • It has been recognised 
however that the improvement of the dairy industry in India re<^mres 
a careful recording of mdl yields testing and pedigree regtstration As 
Mr Ifarthahaspointedout the dairy industry is mo-jt advanced m those 
countries where milk recording and pedigroo registration have made the 
most rapid strides and he points to the example of Denmark which is 
a pioneer in this field and is probably the greatest supplier of butter 
to world markots t The dairy industry of Ind ia is st ill in i^s infancy 
and no organisation has so far been established for cow testing If 
8Uoh an organisation is established and the results are regularly 
published it should Ur Kartha adds help breeders and buyers both 
iti India and outside and as there is already a growing realisation 
in other tropical countries that a certain proportion of zebu blood is 
essential for the maintenance of the constitution in their cattle the 
demonstration by such publication of tbo milking possibilities of 
Indian cattlo might lead to the establishment of a profitable export 
trade Hio records thus collected should also prove to bo of great 
value to those who aro engaged in tbe study of dairying problems 

In India research work along these lines has just started 
A contra! dairy institute and farm — the Imperial Dairy Institute at 
Bangalore — ha^ been maintained by the Central Government for 
some years now for the purpose of instruction in the principles 
of dairy farming and Siu'opeem dairy methods A Livestock 

•See Art cle "by Col A (Hyer m the Jountal of the Imperial Council of 
AgncuU iral Research May 1933 

t She (Denmark) startedthflfitstlliBcKecordtQg Soc ety of the world m 
189o Three years a later therewere lOdsnch societies in Denmark and the 
milk 3 lelJs of about 45 000 cows were recorded per annum By 19J3-31 record 
ing organiaat ons had increased to 1 BSa and cows under teat to 701 087 which is 
about foity per cent el the total number of dairy cows in Denmark Sea Afilk 
Records of Cattle in Apprated Datru Farmsin India (1938) compiled bi 
Iv P R Kartlia p I (aiiseellaneous Bulletin No \.9 I C A R) 
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Research Station has also been established at Hosur. Breeding 
/work for the improvement of cattle has followed three mam 
lines in this country, namely, the breeding and supply of smtable 
studbulls, the establishment of dehntte breeding areas where mtensive 
work IS carried out under premium bulls schemes or other suitable 
methods and the systematic castration of scrub bulls It is well-known 
that interest in cattle breeding has been greatly stimulated tinder 
the inspinng lead given by His Excellency Lord Linlithgow The 
number of approved bulla at stud in 1933-36 was approximately 10 000 
It has also been decided tb set up provincial Livestock Improvement 
Boards for the purpose of raising funds and advising on their appli- 
cation 

Pedigree herds of most of the more important and valuable 
Indian breeds of cattle have now been established both relating to 
milch breeds and draught cattle An important step was also 
taken m 193G«37 by setting up Breed Committees and by starting 
a scheme for the central registration of pedigree animals of the 
principal miloh breeds of India It has been found that those breeds 
ere not only hardy and disease resistant but under proper conditions 
of feeding and management the best of them have reached a very 
high standard of milk production * 

The proble m of cattle disease has been described by Sir Bryce 
Burt as ' thVfifsrand greatest problem’ in regard to the huge popula 
I tion of domesUc anlmalsbhat Indiamauitains The Imperial Institute 
of Veterinary Research has been giving attention to this problem 
^ for some time past with the result that the mortality of cattle from 
\ contagious diseases has been brought down from 4 00 000 in 1925 2G 
I to 1,33 000 in 1935 36 The staff of the Imperial Institute has 

* There ate cowa of pure Indian breeds which have given 26 seera of milk 
a day and cows of cross European Indian breeds that have given over 45 seers 
of milk a day These animals were not bought in the open market hutha\e 
been bred for at least three or four generatiooa of good stock 

At Dacca and Eatigoon, wo have hulls with three or four generations of 
good breeding behind them 1116 stud bull at Eangpur la from a cow which 

S ave over fWwpouna’a 01 miii in a year W'o nave cross orea cows from tiiese 
uUs that are giving from 5 to 11 seers of milk a day and ^ome ofonrpuro 
bred cowa are giving 12 seers of milk a day IVe have animals at the two 
Government farms capable of ptodnemg 6000 pounds ofmilk in a lactation of 800 
days What has been done on these faims can be done in the districts — 
Mr F J Gossip Livestock Expert to the Government of Bengal in co irse of 
an address at the annual Conference of the Presidents of Union Boards lield it 
Dacca on the 22nd September 1930 
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recently been enktKcd and separate gections of pathology, bacterio 
logy serology heminthology protozoology and entomology have 
been set up each under the rhaige of an expert A disease inves- 
tigation officer has also boon appointed in each Province -who 
maintains a liaison ivith the Contral Institute Attention is also 
being paid to the question of aniaial nntntion and an animal 
nutrition laboratory has been estabhshed at IzaLnagar near Bareilly 
for the purpose A pamphlet* has recently been published by the 
Imperial Council of Agricultural Kesearch on the nntntive values of 
Indian cattlo foods and the feeding of animals which gives the 
analysis and food value of 152 xaneties of common foodstuffs in 
India This would bo a n*5clul source of reference 

With the que^ion of nutntion the question of grass 
land improvomcnt has also received attention recently Tho 
Royal UommTssion on Indian Agriculture had pointed out that one 
of the nays of ensuring tho maintenance of a belter breed of cattle 
would bo by_in£fsasdn(?_ tho. jirod^tmly of grazing by village 
so cieties Tho oxtremo inadequacy oT pasluro grounds in India 
brought about mainly by tho encroachment of agnoulttire is one 
of the most senons handicaps in the way of improv ement of the cattle 
in India For this purpose it will sooner or latter bo necessary to 
•n rotoct furthe r eoeroachment on grazing lands if necessary by 
legislation Similarly every encouragement should be given to the 
g rowth of fodder crop s Oood fodder is essential for the double 
purpose of maintaining tho animal and of giving it the material 
with which to manufacture milk It is also necessary for the 
purpose of the reproduction of strong and healthy calves Fodder 
is scarce practically tbronghout tho whole country and in order to 
feed cattle well sufficient green succulent foddei is essential specially 
for milk producing animals not only for the moisture m it but for 
tho vitamins it contains Fodder is also neccssaiy to give hulk to 
tjifi ratjnrL Huffilriea. uinm bnlk^ lmd.tJiaji.caffJii X.t^ha.'i 

been observed that some of the best cattlo now in India are to bo 
found where grazing is scanty or non existent for the greater part 
of the year as iii the North West Frontier Province tho Punjab 
portions of Bombay Karachi Sind -where cattlo o-wners aro compelled 
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to grow lodder cro ps, or revenue crops, the residue of which 
IS good fodder* 

Grazing lands in appropnato areas are difficult to provide 
In any case they represent a costly investment Grazing is satisfactory 
only whero the grasses growing are good, and then only during 
tho growth period For the remainder of the year such grass 
supplies bulk and httlo more Moreover, on account of tho extension 
of cultivation which is likely to mcrcaso rather than diminish m the 
future it IS tho cultivation of fodder crops suitable for tho locality 
and tho cattle, rather than tho provision of free grazing, that oflers 
tho only possible solution of the cattle food problem 

Ap} opos of this, Bengal offers an appropnato illustration On 
account of the propaganda for tho restriction of the area under jute, 
the problem has anson of what to do with the lands thus set free 
A press note issued m 1934 by the Imperial Council of Agncultural 
Ecsearch pointed out that sugar»cane can replace jute only to a 
small extent, say, about 100000 acres A great proportion of the 
land liberated from jute would have to go under rice “and the slump 
in rice makes it doubtful policy to add to tho acreage m nee" A 
suggestion was then made whether the lands thus set free on account 
of the restriction of tho juto area could be utilised for pasture 
Incidentally, we may recall the fact that Mr Blackwood in his report 
on the Survey and Census of the Cattle of Bengal pointed out that ‘ the , 
most important circumstance, other than climato, adverse to cattle I 
breeding in Bengal is undoubtedly tho deficiency of pasture” / 
Mr Blackwood, however, was not in favour of growing fodder crops I 
in a province like Bengal He ad\ocaled a system of mixed farming 
the main principle of which is to use land for grazing and 
cropping alternately By throwing land to grazing, tho cultivator 
might secure the double advantage of allowing the land to rest and of 
fertilizing it with the manure obtamed from cattle t 

*Se 0 Article b> P J Kerr, I VS Chairman of the All India Cattle Show 
Committee 1939, published in the Staiefinan Ibnc and GiUle Show Si pplanail 
February Idth 1939 

tA correspondent wntinB in th© Statesman (June 23 1031) cites the 
following examples which wjU bear reproduction Itelerring to the tlifBcuU 
question ol finding rich pastures in areas where all the soil is wanted to 
grow food for the people or crops which they can exchange for food the correa 
pendent observes 
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Tho economic aspect of the problem can be disca'-'-ed from two 
pomtsofvien It must bo agreed that tho object of cattle improve- 
ment would not be fullj reali'cd if it failed to improve the quality 
of tho cattle kept b> the cnltivator for it is pointed out that iti‘5 
only on mixed farms large or tmall that cattle can be really econo- 
mically bred and reared and rctam full value for the care taken 
of them Eneouraeement therefore «>htiuld bj all means be given 
for the bree ling of good cattle even b> small farmers As Mr Kerr 
pointed out if tho above policy were earned out to its full extent 
there shoul 1 he a vast increase of good milk av ailable at a reasonable 
price for the general public By the development of co operaluc 
milk colloetiyn and niarh'‘ting surplus country milk can be supplied 
in urban areas at pnecs the people can afford If along with thc«p 
regulations prohibiting adulteration of mtfk and imlk products were 
stnctly enforced tho dairy man who now keeps Kls cows m cities 
would be compelled to move out into the couiUry * A further result 
C<metMdU frm rrmsui gaO J 

The te^lv wa'j £uKiishi*d U\ & cerrcii nl'nt whe filed the cajo o! tho 
Lotnl jrdy rlain V hif h ha» bpfo koov n for 5 Oiiy j os tho treat mother of 
food croj s where the cultsators know bow the • <>ttl<. shoulil ^ e fed not only 
on wild eras? end willow leaset and and si ami ^ ut fi'k abo for them 

com sown by the hand In th* Lom> ardi (lain tbev still aov fodder erojs 
for the cattle ry the band and dtvote half iLeir Lind ly rotattos to pasture 

The sod an 1 cUmatc of Lomlardy are not sur^rior or even equal to those 
of the deltas of thi* Gan^''^ tbe Godaven, etc for paddy cnltnation Asa 
matter of fact tho season la E/orabardy when it is hot enough is so short that 
It IS with difliruUy that on* croi a year can le scrambled out But what are 
the figures for the yield ■' The offital C^ore of the average yield in North Italy 
IS 4j qnintah a rectata-4‘/, tons— nearly 2 tons peracre The official figure 
lor most parts of India i5 well briow 4 XW Us an acre If tor etery million 
acre the acreage is reduc<>d to 400000 acres taken m rotation and manured 
properly and weeded prop erlj as they doiniuly and},et a yield of 4000 Ib'j 
an acre instead of 1200 the 4000UO acres would yield one third more paddy 
than the million acres do now and we would have ui hand 600000 acres on 
which to raise crops of grass and fodder for the cattle or other crop s ror men. 

In Italy where paddy was first introduced and crown year after year in 
the same fieldj the cattle had to he driven aivay to the hills in the summer for the 
growing of paddv Rut sowing paddy year after year in the same field has now 
been given up Rotation paddy fields are Ear more productive than the stable 
paddy field ’ says an Italian text-) ook and their productive capacity is great in 
proportion to their freshness Th* following may be retarded as common and 
icfeaf rotation m ftaij Common —itj S years paddy I y ear dry cultivation 
with wheat or oats, meadows sown in tfiecereal while it is growing and then 
it remains meadow for a year or two after the meadow somebmes maize 
(2J For heavy soils— 1 sear raiidy 1 year wheat or oats 1 year tneadov Ideal— 
2 years paddy , 1 y ear day cereal 2 years meadow 

•"Writing on this subject Sir Btyrc Burtm the article already referred to 
observed that the sending of the dairy in ’natry out of the Indian cities calls for 
immediate experimental vork on processing and transport This is projosed to 
be taken cp at the enlarged Imperial Dairy uistitatc 
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Mr Kerr adds would bo that under rural conditions the milkman 
would find it economic to breed again from his good cows and 
rear the calves This should reduce loss of good calves which at 
present IS enormous and limit the sale of young milch cows for 
slaughter to those which are not economic 

§2 

Tire MAN 

In the previous section tho cattlo problem of India has been 
discussed in all its main averts Tho organisation necessary for 
tho improvement of Indian cattle already exists in the shape of the 
different institutions that have already been working on tho different 
aspects of tho problem It is only necessary to co ordinate their 
activities and bring them into relation with tho other aspects of the 
Agricultural Plan Secondly it will also be necessary to enlist in a 
work like this tho maximum measure of non official co operation 
particularly tho co operation of tho landlords and the farmers big 
and small So far as the first question is concerned, the agncultural 
planning authority will provide the organisation necessary for tho 
purpose of co ordinating tho activities of tho various institutions 
dealing with the problems of cattlo improvement and of the 
development of the dairy industry in India The following should be 
the main lines of activity of the plannm'g authority in relation to 
this problem — 

(a) Tho number of agncultural research stations and parti 
cularly cattlo breeding expenmental institutes should bo multiplied 
Breed Committees should be sot up in approved areas to guide 
intensive work to be carried out under premium bulls schemes or 
other smtable methods , 

(&) The practice of mixed fiirming which has for its chief 
object tho connection of cattle with the land should be encouraged 
The regional committees sugge&ted m the previous chapter should bo 
made responsible for the proper working of the system 

(c) The personnel of the Civil Vetennary Departments should 
bo strengthened and means must be found to convey the results of 
the research earned out at the Imperial Veterinary Research Institute 
to the rural areas mainly through the regional committees operating 
in such areas 
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(d) 111 the planning of crops proper attention should be paid 
to the growing of adetpiato quantity of fodder crops by rotation 
where necessary Where circumstances permit good grazing land 
should be made available m the case of areas which might bo able 
to haar the cost of mamtaimng such lands 

(e) Co operative milk societies should bo started for the 
purpose of collecting the milk and distribiiLmg it to consuming 
centres at a price to be determined either by the regional committee 
or by a central association of the societies 

As for the enlistment of \olantary non official help the forma 
tion of local cattle improvement issociatione should bo encouraged 
m all suitable regions The existing voluntary associations 
should bo encouraged to take tho initiative vn tho matter Unless 
such associations are found to direct the local organisations the 
value of improved bulls already distributed will dechne and bo lost 
Tho small farmers should receive proper representation on theso 
assooiitiona and sub'icnption should not be more than 8 annas 
a year Incidentally it should bo the duty of these associations 
to encourage those of the Hindus uho want to earn religious merit 
by the presentation of bulls to present these to tho association 
ooneerned instead and to bco that those bulls are of tho proved 
standard 

Finally as apart of tho general scheme steps should bo taken to 
prevent the adulteration of milk and milk products in any shape 
or form and to organise the dairy products of tadia on a commercial 
scale according to modem methods The importance of the question 
of milk recording has been emphasised in this connection and 
Denmark s example has been cited to prove the usefulness of such 
recording of milk production It is only very recontly that tho 
attention of the G-overnment has been drawn to this subject Hero 
there is considerable scope for the organisation of non official 
voluntary agencies to make this schomo a success 
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§1 

PltUIT CDLTOBE 

In this chapter some of the industnes which are allied to 
agriculture or can he carried on as an occupation subsidiary to 
agnculturo will bo discussed The problem as just stated is a 
two-fold ono The allied industnes m the first place may bo a source 
of indopondont livelihood, they may be, secondly supplementary 
to tho mam occupation of agnculturo When it is remembered that 
a great many of India’s millions are either unemployed or under* 
employed and that m parts of tho country agriculture is already 
bcanng too heavy a burden, tho importance of occupations that can 
bo earned on in the village or tho rural areas either mdependently 
or in alliance with agnculture cannot he esaggerated The Census 
of 1931 shows that the proportion of non-working dependants to 
workers in agriculture is as high as 66 to 44. What is more signifi- 
cant IS that the proportion of non-working dependants has been 
increasing since 1911 In any occupational planning the greatest 
attention needs therefore bo paid to the problem of subsidiary or 
supplementary occupations 

Thus to take ono instance, the fruit industry has been greatly 
neglected m our country Unfortunately, full statistics of fruit 
production are not available The planning authonty should make 
it a point to obtain complete figures as far as possible of India’s 
fruit production as well as the possibilities of developing tbe fruit 
resources of tho country So far as the available statistics go the 
area under fruit is about 2J milbon acres Tbe climatic diversity 
of India has made it possible to grow all Linds of fruits known the 
world over Apples peaches plums cherries apneots etc are 
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grown in Kashmir. Knmaon Hills m the United Provinces. Kulu 
vallEjy in the Punjab and Quetta Mangoes, lichees and locquats 
are grown in the plains of the ITmted Proiinces and Bihar The 
Central Proiinces are famons for their Nagpun oranges The 
Bombay Presidency is noted for its Alfonso mangoes, bananas, 
sapotas etc The Punjab has its Maltas and grapefruit* Bengal 
grows mangoes cocoa-nuts and bananas Thus the fruit resources 
of the country' are abundant and well distributed Vet production 
of fruits a* well as the trade are tn untrained and ignoranl liand« 
With a few exceptions the indn&tr> as a whole ig in tho hands of the 
ubiquitous iiiali'i while the marketing is looked after by contractors 
Though m manj cases tie wcrfis po'sess a good general knowledge 
of the industn such knowledge is in most cases antiquated when 
compared to the great stndes that fruit production on a bcientifio 
scale has made in tho advanced coimtne» of the West Most of the 
fruit orchards again have been planted largely for the sake of 
domostio consumption and tho commercial aspect of fruit growing 
has received hut httle attention The marketing Tnethodo, too, 
suffer from unscientific handling of fruits defective packing and 
want o£ cold storage during transit High freight rates also obstruct 
the development of the trade 

For tho last few years howovot, considerable attention 
i» being paid to the question of developing the fruit resources 
of the country As Sir Harry Haig, then Sovemor of 
the United Proviuces, pointed oat some icars ago. in a 
coantrj like India where dimute and tradition are alike 
favourable to fruit being Used as diet, it needs little pro- 
paganda to induce people to eat good fruits , and that if in 
suitable localities nllagers could b® encouraged to grow fruits 
for themselves and for local sale ih would improve their matenal 
resources and their health As it is, there is not enough fruit 
tti gTnoaTiAiti oi kiome ounxrmriAitjTi, nciV ■to spwile 

of exports But the potential truit products of India, if properly 
developed, organized and husbanded are rich and abundant In 
selected areas — for example, m the Kumaon Hills — it should be 
possible to grow European fruits as well as anywhere in India 
Hiinng the last few years frmt research has received a marked 
stimulus by grants from the Impenal Council of Agncultural 
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Research which is financmg and snpporting a co-ordinated scheme 
of work The schema embraces the hill frnit research station m 
the Kumaon Hills of the United Provinces for work on apples and 
other temperate climate fruits one for mangoes and plains fruit 
at Sabourin Bihar a plains fruits research station m the Jfadras 
Presidency, a special scheme of work on citrus fruits at Nagpur 
with special reference to the santra type of orange another at 
Lyallpar with special reference to the malta type of orange and a 
scheme of experimental work on the cold storage of fruit at Poona 
where tests are earned out for all provinces Indian States like 
Hyderabad Baroda and ilysore are also devoting special attention 
to fruit research * 

The aim of researches on fruit crops has so far been to tackle 
the problems of the increase m the yield of crops of extension and 
methods of planting of application of manures of preservation 
of fruit by cold storage or by canning of evolving new strains and 
comparing the merits of existing ones Improvement in the 
system of marketing and handling of produce by co operative 
methods is also receiving attention The official publication on 
AgrieiiUural and Aminal ITusbandrtf gives detoils of the work that 
IS being done on fruit production and research We might for 
the purpose of planning set forth the two important desiderata 
of the situation as the propagation of the results of research for the 
benefit of the actual growers as well as those who are engaged 
in the trade and the improvement of marketing The Fruit 
Development Board of the United Provinces which by organismg 
fruit shows and by other means has been doing good work for the 
development of the fruit industry of the Province has set an 
example of non official work which might be copied by other 
Provinces Fruit growers have also been organised into associations 

•Danng the year 1933-34 and 1934-3 > the Impenal Council ot Agncultural 
Besearch znade the loUo^nae aUotznests aaiaelr Es 64 370 lor cola storage 
research wort and Es 6 54oloPtbe experuneatal export of mango to Europe 
from the Pn sideney of Bomhsj Ba 2 500 for the preservation of fruits and 
vegetables and Bs. 7 OX) for research on c tms wither tin in the Pumab 
Es ‘’o 3"^ for a h 11 fruit research srheme m the United Provinces Rs 15 030 
for fruit research work in B har and Or asa and Bs ‘*9 000 for establishing a 
fruit research stat on in Een^aL The following grants wh ch form part of a 
co-ordinated scheme were also sanctoned for 1916 namely (i) Assam fru t 
cultivation scheme Es 37000 ( ) Central Provinces orange scheme Es 71000 
( ) Punjab c tms stock grape vmea scheme Es 68000 and (iv) 'N'orth West 
Frontier Province frmt cultivation and fruit marteting scheme Es 27 000 
making a total of Bs 1 93 000 
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la Bombay and thePunjib As the result of per&istent agitation 
in Bombaj the chief railiraja of India hod to announce conccs 
sions m freight r.hargea on some penahablo frmts and i egetables 
from their growing centres to the Bombay markets for example 
on tho transport of pineapples from Bthar to Calcutta The 
CO operative interest of these associations should be fully organised 
by forming them as units ot an All India organi'-ation which should 
not only co ordinate research work according to tho needs and 
requirements of tho trade along uith those of tho producers and 
consumers, but will also at the same time pronde a method for the 
pooling of espei'iencea and the promotion of joint action for the 
furtherance ot common interests 

Tho question of the improaement of marketing is of particular 
importance not only for those u ho are growing fruits on a commer 
cial boule hut also for the cgiisiderable number of those who own i. 
comparatiaely small number of fruit jiolding trees or groves which 
at present run to waste Special attention should be given to the 
development of these resources of the small people that is of 
people who live lu the rural areas and follow 'oiiio other occu 
pation mostly agriculture a» their principal moan& of livelihood 
Exact statistics are not available but it cun bo said without much 
error that if the fruit resoarces m tho rural areas which are at 
present running to waste are properly oiganiaed for the purposes of 
trade a considcrabU amoaat of latent wealth could bo made 
available to the village people and & good many of them might find 
employment in its production and distnbution The attention of the 
Imperial Council of Agricultural Re “arch or of the Provincial 
Governments does not seem to have been directed towards tins aspect 
of the problem In fact the commercial organization of the fruit 
industry as a whole 13 based on extremely primitive and wasteful 
methods In Bombay a Committee recently considered tho question 
of the marketing of fruits and vegetables in the town of Bombay and 
its report on the Improiemenl la the Marketing of Ft uit and Vegetables 
in the Toicn of Bomhny throws light on tho defective and primitive 
system which exists in our premier markets today In this connec 
tiou the lead given by the Madras Corporation who have opened 
an up to-date fmit market at a cost of Es 2 lakhs is worthy of 
mention 
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Allied to the question of marketing: is the question of preser- 
vation of surplus fruit and the preparation of the fruits and fruit 
products for commercial use This a^spcct of tho question has only 
very recentlj been taken up by tho Imperial Council of Agricultural 
Rcbcaich The preparation of snpe juice and lemon squash in the 
Punjab has been giving very encouraging results , similarly the 
preparation of tomato pulp and the bottling of tomato ketchup and 
other tomato products on a commercial basts has also been attended 
with considerable success in the same province The manufacture 
of guava jelly and bottling hmo jmeo have been successfully demons- 
trated at Poona Tho Indian Institute of Science at Bangalore has 
been conducting Eescarch into the bottling of fruit juices Turther, 
cold storage researches have proved that the Alfonso mango can 
be preserved for nine weeks at and the Nagpur orange 
(santra) can be stored at 40*^ for about three months 

All this shows that an important aspect of agricultural eip«- 
industrial research relating to fruits is now receiving attention 
throughout tho countrj ‘While the value of the good work that 
18 already being done need not be minimised it is evident that 
there is a great room for organising these researches on a co ordinated 
and ^ery much expanded scheme with adequate grants from the 
Central as well as Provincial Governments Fruit farming, sve 
repeat is an economic necessity in a country like India It is well- 
known that fn^ farming goes with a thicker population because 
it finds occupa^on for more persons than less intensive and very 
primitive forms of farming and it produces foodstuffs of greater 
value per acre than ordinary arable farming * It is proposed for this 
reason that the regional units entrusted with tlie task of the planning 
of the fruit industry and tho disbursement of any grants made 
whether by the Government or by the planning authority, should 
be the regional committees as proposed m the chapter on theAgricul 
tural Plan The technical and larger commercial aspects of the industry 
should be under the charge of the Fruit Development Associations 

'See Pearson The Groivlk and Diitnbuitoa of Population (1933) p 69 
Dr Pearson gives the foUowuig interesting ovaraple to prove his point For 
example on the Worcester Gloucestershire borders there is a farm oi ISO acres 
which has only 5 inches of soil on top of lime stone It would he a strain to 
find employment ford workers on Giese ifit were worked as an arable farm 
But since it has been turned into a fmii fann it gives employment to 40 men 
women and boys permanently, together with the a\ailahle population of two 
V lUages in picking time 
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which should be organized on a provincial basi'* and which in their 
turn should he subject to an AJl-Indta Association 

To "um up the following concrete suggestions rna-v be made — 

(i) Piopagandn — By propa^nda is meant oigmized propa 
ganda on scientific lines The formation of friHt development 
associations on the lines of the Fruit Development Board of the 
United Provinces (which was organised mainly as the result of the 
untiring effortb of Mr E G Allan Director of Agriculture m the 
United Pro\ inces Government) mas be suggested for e\ erj proi mce 
It should be the duty of these associations not only to di'-scminntc 
knowledge of kiuit enltnre to the fruit growing areas of the proMnce« 
and to the general public but also to conduct a compaigii through 
out the province to popiilansd the eatmg of more fruits An 
important commercial I'lpeet of the function® of these association'! 
should be to organize the production and preparation of fnuts for 
export to other countries 

fit) Planning of Fmtt Pioduchon — This should be done in 
the first instance by the regional committees proposed in Chapter^ 
The Central Board ot Agncolture should be the final co ordmating 
outhonty which should ftct through its Friut Culture Section The 
Fruit Deaelopment Associations should also have their research 
sections where the technical pioce-^sea of iho industry «hould receive 
due attention 

{hi) ^fnl!f>hng —The problems of marketing miy a!»o be 
atlQiided to by the Fnut Deielopment Associations which should 
receive adequate grants from the Provincial Governments for the 
purpose In all important fruit growing area® there should be 
one or more marketing officers for the development of local markets 
and acting as marketing inteUigence advisors to the food grower^ 
Both m America and England fruit markotmg associations pUy an 
important part on the commerciil vide of the industry The market 
lug section of the Fnut Developmeut Associations should perform 
functions analogous to those of the fruit marketing associations of 
Amenca or England 

(ti) Transport Faahtie-> and iteight —It has been frequently 
pointed out by the frmt trade as weE as by agricultural experts that 
the existing scale of railway freights on all parcels connected with 
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frujtis abisornially bigh Tbe preheat ccalo of railway freight is 
half the luggage rates on passenger trains It is on account of this 
high lc\ el of freights that n great deal of the fruit resources of 
the country is wasted Similarly, the arrangements for the trans- 
port of fruit are far from satisfactorj If it is not possible to speed 
up the trams, at any rate m the hot weather, arrangements should 
be made for the introduction of cold storage \ans and for the speedy 
booking of parcels during the fruit season from June to August 

(i) PreserLation of Surplus Fruit — ^As has been pointed out, 
the question of surplus fruits and the preparation of fruit and fruit 
products for commercial use has onlj been recently taken up by the 
Imperial Council of Agricultural Research Almost all the fruit 
growing countries with the exception of India have developed the 
art of preserving surplus fruits in can« and of making jams, jellie®, 
jmces etc , with which thej not only satisfy the needs of the domestic 
markets but which they export to other countnes as well India 
has only recently started factories for tho purpo«c At present 
she imports about three crorcs of rupees worth of canned fruit 
every year, and the demand has gone forth for the protection of 
the local fruit industry again«t foreign imports Before, however, 
the local industry can justify its claim for protection it must snffi 
oiently organize itself m order that it might benefit by protection 
when it is given Fruit pre«erTation experiments should be im- 
mediately initiated and the planning authority should encourage 
tho establishment of well equipped factone® for the successful 
preservation of fruits 


§ 2 

FOKE'fT rnODOCE 

Forests "provide the cultivator with fodder for his livestock, 
with fuel and timber for domestic consumption and provide protec- 
tion for soils liable to erosion So far as tho provision of fodder 
IS concerned the forests fulfil the double function of acting as 
fodder reserves in times of scarcity and famine and of providing 
annual supplies of fodder to numerous cultivators livung in tho 
neighbourhood of forest areas As regards the supply of fuel, the 
Royal Commis«ion on Indian Agriculture were of the opinion that 
the possibilities of providing a good substitute for cow-dung 
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cakes — -whicli represent in India a huge economic waste of the good 
manure — should be thoroughlj explored The question of the 
development of forest industries such as the making of paper pulp 
from bamboos the extraction of turpentine of oils gums and resins, 
and the dyeing and tanning materials from forest trees and 
plants IS also of much importance from the point of view of the 
agncultural economy of the country The total area under forest 
IS about 89 million acres This represents about one-seventh of 
the total area of Bntish India A good part of the area that had 
^been onginally under forests has now been taken up by agriculture, 
-^whila a considerable denudation of forests had taken place due to 
the action of m er« • The importance of the preservation of forests 
has been recognised onlj recently though even now the full develop- 
ment of the economic possibilities of forest re«ources m India has 
rot been tnlly achieved The Dehra Dun Institute has nn doubt 
applied Itself to the different aspects of forest research m its 
different branches The Silviculture Branch is concerned with plant 
genetics the Botany Branch is concerned with the identification 
of specimens mamtcnance of herbariums and botanical gardens, 
supply of seeds and mycological work the Kritomological Branch 
IS connected with the parasites and in<ects the Economic Branch 
IS concerned with wood technology includmg the identification of 
woods timber testing wood seasoning wood preservation, minor 
forest products and paper pulp and the Chemistry Branch is con- 
cerned uith the genera! study of the chemistry and commercial 
use’s of the minor forest products and the study of forest soils 
Industrial enterprise, however has still to relate itself to the results 
of the research which is being earned out at the Dehra Dun Institute 
To take a single instance the report of the Institute for 193^6 
points out the commercial possibilities of plywood It even suggests 
the starting of a plj'wood mill m Calcutta The return,” the report 
adds, ‘ will probably be small to start with but it is beyond question 

•Tin? Hr Cilder writes m the Ftrld I'citfncrs of India (1937) ‘ Tho 
Gangetic Plain botanical pronneo has through the influence of man in the 
,.ouTse of untold generations lost much of its pntneval appearance It la agn 
culturally the richest part of India and is now to a very great extent given over 
to cultiaation With the exception of the Sundarban part the flora therefore, 
IS not now what came from or what it would revert to if the hand of man were 
removed There are records of its being covered at one time by vast forests 
of Sal which have now all but disappeared excepA on the slopes and at the bass 
of its mountain houndanps ' p 83 
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that plywood is foremost amon^t the most popular constructional 
materials of the present day and that anyone making a sound 
begmmng now will reap the benefit m ample measure in the not 
far distant future ’ * The report also points to the improvement 
of the new furnace kiln achieved m the Seasoning Section of the 
Institute and states that it is now possible to say that a kiln of this 
type can be built in this country for less than Its 2 000 and since 
the kdn is easy to operate and cheap to run it is expected that it will 
be popular with small cabinet and fumitnre makers The Seasoning 
Section IS also reported to have evolved a new type of electric mois- 
ture meter which can be made for about Rs 150 against imported 
instruments of this kind which nanatly cost Rs 800 or more Apart 
from these specific instances pointing to the commercial valne of 
forest research there is undoubtedly room for a general co 
operation between forest research and those industries that make 
use of forest materials The paper mills for instance have already 
been making incrcisiag use of the fdcihties obtainable at the 
Research Institute at Debra Don particularly m its Paper Pulp 
Section 

The commercial utility of research has also been proved by the 
discovery of the new wood preservative Ascu It is reported that 
the North Western RaJway had 10000 softwood sleepers treated 
with this preservative for a durability trial and the cost of the 
treatment was found to be only Ta*" 4 pics per sleeper as compared to 
the present creosote crude oil treatment which works out at just 
over one rupee per sleeper thus bringing off a saving of BO per 
cent by the application of the new preservatu e Another industrial 
possibility is revealed in the experiments that are being conducted 
ou the purification of bamboo pulp for use in the production of 
artificial silk The Report of the Institute also states that the grasses 
ramsar munj and ians obtained from the New Forest experimental 
plots were tested for their paper making qualities and were found 
to give economic percentage yields The ialisern bamboo has been 
found to bo quite suitable for the manufacture of good wntmg 
pnntmg and wrapping papers while the clean and good quality 
grades of wntmg and pnntmg papers and boards have also been 
prepared from mixtures of grass and bamboo pulps 

"I'orest J^esearc/t in I>idia 1933 36 p 4 
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What IS felt to ho necessary is that these experiments should be 
carried out- on a more extensive scale and encouragrement should be 
given to firms wisliuig to exploit the results of the researches for 
commercial use lu this connection a reference may be made to 
the necessity of collecting full information about minor forest 
produce, for it may bo assumed that tho exploitation of those pro- 
ducts can bo earned on along with agricultural operations or in 
areas where a cousiJorable number of the population remain idle or 
under-emplojod througbout the year 

It only remains to bo pointed out that tbero is nowhere 
such absence of co ordination in regard to tho admtnistration 
of tho economic rccourecs of India as with regard to that of her 
forest uealth We can do no better than quota the trenchant 
leinaiha laado b> Mr R M Qon io of the Indian Forest Service in 
a paper presented bj him at the second meeting of the Animal 
Husbandry Wing of the Imperial Council of Agncnltural Research 
(1936) — The revenue department le anxious to collect its revenue, 
the forest department to grow trees the agricultural department to 
uulLivato better paying crops the velcnnary department to rear 
more Btoohi tho local landowner to keep a stud bull, the irngation 
department to find more canal water, the public health authorities 
to improve the drinking water These are all competing 

for the areas which should be tho natural fodder ra<:erves of the 
province ’ Tho different departmeots mother words, often 

move at cross purposes What is required le that thero should bo 
a central co-ordinating authority This will he provided by the 
Central Hoard of Agnculturo acting through its appropnate sections 
The Board will supply the general co-ordinating and directive 
force 

§ 3 

UUET TBODUCTS 

The dairy industry has already been referred to in tho Chapter 
on Animal Husbandry Attention will be paid m this section to the 
employment that the production of milk and other dairy products can 
give to the rnral population of India 

Milk — The total outpot of milk m India has not been accurately 
ascertained Messrs A Olver and M Vaidyanathan have roughly 
20 
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calculated the annual production of milk in India to bo oier 1000 
million maunds Another survey puts it at 700 million maunds 
The monetary value of this output is said to approximate 200 
crores Compared with tho other countries India stands second to 
the United States of America m tho volume of her milk production 
She produces over 4 times the output of Groat Britain over 5 times 
that of Denmark over 6 timos that of Australia and over 7 times 
that of New Zealand In spite of this huge output of milk 
the consumption of milk in this country fall® to the lowest place 
among those countries for which statistics are available * Ihe daily 
consumption of milk in India amounts to 7 ozs per capita as com 
pared with Now Zealand (66 ozs ) Denmark (40 ozs ) Australia 
(45ozs) USA (3o ozs ) and Great Britain (39 ozs) The results 
of the recent investigations earned out by the Imperial Council of 
Agricultural Research m 7 selected areas have already been explained 
in Chapter All The investigations revealed tho fact that only 
20 per cent of the total population of India receive anything like 
an adequate quantity of milk per head per day Dr Wright made 
the following calculations regarding the milk requirements of India 
After pointing out that milk IS the solo source of first class protein 
ho calculated that the Indian standard of consumption requires at 
least 16 grams of first class * protein (os compared with tho European 
standard of 37 grams) which is available in a daily intake of at 
least 15 ozs of milk t The Indian standard of 16 grams as assumed 
in the above calculations is admittedly very low and yet even on 
this standard India requires immediately at least to double her 
existing consumption of milk It is however pointed out that even 
when the production of milk is doubled it should be made available 
to tho rural people at a pnee which they would bo able to afford 
Hero we come across the necessity of combining agriculture with 
animal husbandry or to bo more precise of promoting a sjstem of 
mixed farming under which the production of animal products 
such as milk IS carried on side by side with a system of cropping in 
which leguminous fodder crops take an important place and m 
which full use is also made of the increased quantities of cattle 

'Report 01 ffte Developmenl of the Cattle and Dairy Industries ofjnda 
(N C ■Wright) 1937 p 1 \ 

tF A Stockdals Report\pf the AgneuUure of N geria the Gold Coast and 
Sierra Z-eone (193C) Colon al AaVMory Cosne 1 IhibJ cat on No 270 
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manure '‘In this TViy,” Dr Wnght observes, “soil fertility is 
mamtamed, and the resulLmg increase in the crop yields indirectly 
off-sets any increase m the cost of production of mill ’’ The results 
of such a system of mixed farming adopted m another backward 
countrj, Nigeria have thus boon summarised by n writer whom 
Dr "Wright quotes m his IJeport Larger yields of crops are being 
secured and the farmers in addition to having luoro ample food 
supplies and largei quantities of economic crops for sale, are 
also being provided with supplies of animal products such 
as milk and butter for tbeir consumption and sale” * The 
possibilities of introducing mixed farming have, however to bo laies- 
tigated in this countrj 

While mixed farming !•> no doubt calculated to establish a better 
rolutioDsbip between agncultore and onimal hnsbandrj', the iiaebtiou 
of cheapening tailk production should be tackled from all possible 
points of view It is> for example evident that bj a good manage- 
ment of cattle the jield of milk can be greatlj increased The 
improvement of cittle by means of scientific breeding and the 
provision of a system of regular cow testing and mdk recording will 
aUo encourage the bringing up of better cattle These points have 
alreadj been presented m Chapter XII and need not be re iterated m 
anj great detail here 

Othe} Daiiii Pioducts —Statistics about the indigenous milk 
products of India inclusive of milk aro given on the next page 

The insnfSciency of the existing supply of milk in India is a 
limit to the starting of dairj industnes on western methods The 
conditions obtaining in th© rural areas provide another limiting 
factor Tna first condition, therefore, for the establishment of 
dairj’ mdu&lnes in India on anything like the western standard 
IS that the existing supply of milk must be sufficiently increased 
not only to provide for th® full requirements of the local 
population 'nut ior creating a surplus which could "be utilised for 

* ‘ While the aTEament for increasing milk consumption bus so far been 
based on the requirement ol ‘first class’ protein the lalue ol milk as a protective' 
food must not be lost sight ol TSith a vegetarian diet derived from a verv 
limited variety of foodstiifl's there is a senous risk of deflciencv of both minerals 
and vit‘imins An increase in the consumption of milk wool ^ go far towards 
coTiectui" the present deSciencv of protettivo elements in Indian dietaries 
Dr > C Wright Jieport o7itHel)ettlopmtnt of CattU and Dairy Industnes 
in India (1827) p 5 



156 


ECONOiriC RECOKSTHUCTION OF 1^DIA 


dairy mdu'^trics It has been pointed out by Dr "Wnght that the 
total imports of dairy products, converted to its m dV equivalent 
Tfould represent 16 per cent of the country’s total output of 
milk Considered from the point of \alae tho total imports of 
dairy products into India is about Es 78 lakhs or less than 1 per cent 
of the %alue of the milk and milk products produced m India 
TABLE 


Total table of milk ondmifA prcduels pndiietd ih India 


Product 


M&uuds otmiDc 
eqaivalent (miUion*) 


Liquid tntlk 215 0 

Ghte S610 

Khoa 62-2 

Other indigesous 

miUc products 7 

i)afti(curd) 20 2 

Butter 103 

Cr«an 28 

Icecream 2 8 


6900 


Retail > alue per \ slue 

man&d of milk croree of rupees 


Ra 

5 1075 

2 % 1000 

7V. SO 2 


JS 225 

7V» 19 7 

S 80 

3 
3 


0934 


It mas therefore be assumed that as matters stand now there is 
no ffreat urgency of devoting attention to the problem of starting dairy 
industries m this country until the existing milk production is more 
than doubled So far as the conditions obtaining in the rural areas 
are concerned it may be noted that unless the methods of the pro 
cessing of milk and milk products and of tran'port are improved any 
attempt to promote tho establishment of dairy industries would only 
involve the waste of a part at least of the existing milk supply which 
India can ill afford at the present moment. 


In these circumstances the planning authority should as a 
matter nfjjutiaJ jirf^-ramme be well advised (1) at least to double the 
existing production of milk by all available means (2) to improve 
and standardise the quality of sudi indigenous dairy products as 
ghee, 5«ffer khoa and daht and (3) to undertake the starting of 
creameries on the western znodd only when the requirements indi 
cated in (1) and (2) above have been satisfied 
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The most important problem regarding the marketing and 
solo of milk and milk products 13 tho question of adulteration The 
problem may be partly met by legislation m so far as impure or 
infenor quality products may be made to pass for the genuine artiulea 
For instance in some cases vegetable stuff is used to adulterate 
the genuine product and the mixture is sold under a name which 
18 apt todecene the customer as to its real origin and composition 
In western oountnoa the difficulty has been met by providing 
legislation which prevents misrepresentation Similar legislation 
may be recommended for India regardmg such milk products as 
ghee and its vegetable substitutes The procedure at present 
followed for the determination of the standard of punty for 
such products is costly and dilatory It is evident that to admit 
of wide and quick application the tests for the determination of 
the punty of these products should be simple as far as possible and 
easily available to merchants and consuuiers alike Dr Wright 
points out that at present private merchants are charged exorbitant 
feea if they obtain the as« 5 istance of official analysts in tho examination 
of thoir ghee while the length of time taken by such examination 
makes purchase on a quality basis almost impossible 

Tho absence of easily available tests for the purity of ghee and 
other milk products also points to the necessity of organizing 
improved marketing facilities There seems to bo m many places 
an absolute lack of co ordination between tho areas of production 
and the consuming centres It is said that there are producers of 
ghee who are more than 100 miles away from the nearest market 
One consequence ofthis handicap 18 that the producer of ghee either 
has to store his output for prolonged periods with the consequent 
deterioration of quality or has to deal through middlemen who fad to 
giTo him a fair price and who frequently adulterate it in order to 
increase their profits or reduce their pnee The regional committees as 
proposed 111 Chapter X will have to provide additional markets for 
every important ghee producing area It is also complained that since 
the facilities for the testing of ghee arc inadequate m the mofussil 
areas good quality ghee is sold at the same pnee as the inferior stuff 
Naturally under these cirounistances there is no incentive to produce 
tho bettor quality article These difficulties may bo removed as 
Dr Wnght has suggested by the establishment of pAce grading centres 
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m suitable local areas The question of ensuring the punty of ghee 
appears to be insistent not only from the point of view of domestic 
consumption but also for maintaining and developing the export 
market. It should bo a matter of concern that the total value of the 
exports of ffhee from India fell from I?s 33 lakhs in 19‘;^29 to a 
little over Rs 14 lakhs in 1934-3o A coi siderable part of the fall 
in the value of these exports is accounted for by the fall in the price 
of during this period but there has been at the same time a fall 
in the quantum of exports from 39 6(b cwt in 1928 29 to 2 j 5'’6 cwt 
m 1934^ 

On the question of countrj butter and creamery butter the 
total production is a very small percentage of the total output of 
milk products (ghee and butter) The output of creamery butter 
again is a small percentage of the output of the country butter It 
15 how6%er evident that the demand for creamery butter is increasing 
This is reflected not onlj in the increased imports of creamery butter 
bub also in the increased production of local creamery butter At 
present in epito of the increased consumption creamery battens a 
dairy product of minor importance bnt it is evident that a large 
potential market for such butter exists m our country with the 
improvement in the standard of hvmg and of the tastes of the 
population 

As regards other indigenous milk products of India they are 
from the point of view of their output of relatively minor importance 
Dahl and chana are indeed widely used and is undoubtedly 
a source of income to a large number of producers The methods of 
manufacture of these products follow the most primitive lines 
Dr Wnght is of the opin on that the quantities of milk employed 
in the manufacture of the desiccated products are clearly uneconomic 
from the point of view of both labour and fuel The following 
observations of Dr "Wnght will prove of interest It appears possi 
ble that its manufacture could be placed on a village industry basis or 
even on a factory basis The problems involved are largely engineer 
mg problems the provision of a plant capable of handling the 
larger outputs while retaining those essential heating processes 
which give the product its characteristic flaiour It lo possible 
that some type of hand drier might be employed though existing 
types of such plant woul^\ni ed very considerable modification if 
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condensed mlV o*- milk poiTd**' faCores la Ind.a is only '=Tip“r3c.ally 
an a***‘actiye on® bn tfca* ”in yieir of the exceptional diniralties 
tnth -which th® Indian da^r" indti.tiT i_ faced, I am qtnte cetain 
tha any conrd='ab’® eipAadi’nre is no* meantim® jnstmed “f He 
hoyeye' adds tha* if co’-dAn edand dmn" fac*ores ar® nloma+ely 
to be btul*- m Xn<l,a, they «hotsld b* e-e<re<i by fimn. —ho already 
haye a lony exp*r®nce of the trad® and an e«tabL_h®d Indian marte* 

•N C tfii.,’- E'pcrrt oi f** E*vl9p~t^’\t cf t\» Cc^t* end Eaxm 
ZVvixfVt'jo//it<ii3(l°3T. p -I? 

Tbtd y •/) 

Ibid j o3 
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for their products Tho planning authority, therefore, should get into 
touch not only with those who are or may bo willing to invest sufficient 
capital in tho establishment of factories producing these products 
but also with the trade in order to ensure a stable market for these 
products At the same time, there should be a detailed survey of 
the mam milk producing areas in order to ensure a regular supply 
of separated milk at convenient centres to enable such factories 
to get their necessary supplies Overshadowmg all these require- 
ments there must stand out the paramount importance of safeguard- 
ing the milk consumption of tho rural population Nothing should 
be done which might either immediately or ultimately have the 
effect of reducing the available quantity of milk per head of the 
population It 19 only when the full requirements of the local con- 
sumption of milk have been satisfied that the question of using the 
surplus milk for the starting of factories for the production of milk 
products could be senously considered 

§4 

nSB CULTURE 

The culture of fish is another occupation which has great 
commercial possibilities in a country like India but which is sadly 
neglected Interest m fish culture may he said to have dated since 
the seventies of the last century It was about that time that 
Mr H S Thomas a Madras Civilian and Dr Day of the Madras 
Medical Service, subsequently Inspector General of Fisheries m India, 
had urged the importance of developing the fishery resources of 
India as an important source of food supply Sir F A- Nicholson 
had proposed in an official note in 1899 on the desirability of 
developing an Agricultural Department m India that a Bureau of 
Fisheries should be established as an important branch of that 
Department Smce then departments of fisheries were esfabhshed 
on a provincial basis but the organisation of the departments left 
much to be desired In any case the inadequacy of the resources 
placsd at tho cS th&s& has hean a bar 

towards the development of fish cultora on a sufficient scale in this 
country The Government themselves do not seem to attach 
much importance to this subject so that whenever there has been 
need of retrenchment, the axe has fallen heavily on these 
departments 
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Every cinlised country to-day po'-es-es a fi'hery industry 
Even as long ago as 1907, tlie jl->buig industry Tras con.'^idered to be 
the third important industry m India Pisciculture presents unique 
problems to India It is rendered difficult on account of her tropical 
and dry climate It is also a fact that the peculiar habits of many 
varieties of fi'h are s*ill largely unknoivn The cu-tomary habits 
aud practices of the country the uature of her nvers and tie 
imgational use made of them farther complicate the problem To 
render piscicultore sucee 'ful considerable research and experiment 
vtU therefore be nece-^ary This means that both the Central 
Government and the Provincial Governments «hould not only taie 
an intelligent interecf in the problem but al'O provide adequate 
funds for the development of the fi'h re-ource=5 of th** country 
The fishenea in most of the tanks and nveis belong to the Crown end 
this may he considered an additional reaaon whv the goveniraent 
should undertake their acieniific developmeD' 

In fact if we study the way m which the governments of the 
advanced countnes of the TTest of kmenca and cf Japan have been 
assisting the development of the fi»h industry within their respective 
areas, the negligence of the government in India will come out 
m bold relief 

Some of the methods by which these govemmenS assis* 
the development of their fishmg mduiitnes may be bnefly 
indicated There is fir«t of all, direct assistance by means of bounties 
and subsidies* Theserelatetofishins:operations,exports,conatmc- 
tion and repair of ve-^els, freezing establishments and other cognate 
matters The total amount of direct assistance is however, small 
compared to the as-istance that is given indirectly The bulk of 
the governmental aid accorded tn these countries falls within the 
scope of help granted in an indirect manner This includes 
the promotion of the home market, grant of preferential rates of 
transport and other msthods Other forms of governmental aid 
include Facilitation Services and Administrative Services 
The former consist of research and investigations, fi«h propagation 
and conservation, port facilities and other methods 

•The United States Tariff CcmiaisSion Rtpcfrt the United States Senate 
on subsidies and Bounti»s by Foreign Gvierrm»ntt^e^n'\<i 16} 1936 

21 
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(a) Duect Assistance — The meaning of direct assistance is that 
the government bear part of the cost of fishing operations The 
grants are most flexible m Japan where in certain cases they may 
even cover the total coats Fishing bounties are paid also in Canada, 
Germany and Japan Cold storage facilities are subsidized m Canada, 
Norway and Japan, while the grants for the construction or repair of 
vessels are allowed in Germany, Newfoundland and Japan In Japan, 
the grants are made onlv through the associations of fishermen 

(b) Indued Assistance — The promotion of the internal market is 
a recognized governmental obligation in Canada. Denmark, France, 
Germany and Japan Loans are granted to fishermen from public 
funds in Canada, France, Germany, the Irish Free State (Eire), 
Italy, Norway, Portugal and the United Kingdom In many cases, 
the government instead of directly making loans to fishermen 
guarantee the loans which are raised from private sources and 
are made available to fishermen through lending agencies This 
IS the practice m Canada, United Kingdom and Norway As regards 
the grant of preferential rates of transport, these concessions are 
allowed to fishermen as well as fish products, for example, in Canada, 
Newfoundland and Germany In Canada, certain fish collection 
services are earned oa entirely at the government’s expense In 
Germany, the rates of freight charged over the railways are 20 per 
Cent to 40 per cent below the usual freight rates The other methods of 
indirect assistance include the holding of prize contests, inspection 
etc 

(c) Othei Governmental Aid —Every country has endowed re- 
search So far as port facilities are concerned, these have been found 
to form about 35 to 78 per cent of all monies expended for the 
benefit of fisheries in Japan 

This brief outbne of the measures taken by the different coun- 
tries of the world for the promotion and development of the fishing 
industnes will clearly bring out the backwardness of the Government 
of this country Japan may in this respect (as in many others) be 
taken as an example to India That country spends over 60 lakhs 
of rupees for the promoticmof the fishing'^ndustry as compared to 
Rs 45 lakhs spent by Canada Referring to Japan, Sir Fredenck 
Nicholson thus observes “JapaA suggests certain cheap and immedia- 
tely possible methods, open to the^poorest man who owns a patch of 
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water to every villager who has a tank or ponds to the owners of 
many thousands of acres of paddy fields and to tho controllers of 
thousands of acres of fresh water reservoirs and canals * Sir Frederick 
accordingly recommended experunents in culture in fish farms 
and hatcheries and stocking of tanks canal ponds and even of 
paddy fields and walls from fry bred m hatcheries and ponds at suit 
able centres 

It may be pointed out in this connection that Nature has placed 
India IS a very favourable situation The statistics quoted by the 
Madras Fisheries Bulletins may bo taken as an instance The 
a-verago quantity of fish landed by a fisherman in the 'West Coast 
of the Madras Presidency works out at seven tons in a poor year 
taking tho Census of 1921 as the basis This may be compared to 
the average of 3 tons landed by a Japanese fisherman Tho 
Scottish Fishery Report for 1926 gives over 12 tons per fieheman 
If the Malabar fishenrrian with his primitive methods afraid to 
go out of sight of his hut can capture in a poor year more than 
60 per cent of tho quantity caught by Si-ottish fishennen using tho 
most powerful and up to date methods and vessels and able to 
nhoose the most profitable fishery grounds it must be admitted 
that the Malabar coast is at least os productive as the best waters 
open to Scottish fishermen t Experiments made with trawlers 
between 1900 and 1930 in Bombaj Ceylon Bengal and Madras point 
to the same concluaicns 

Tho problem of improvement may bo approached from the point 
of view of inland fisheries and of marine fishenes Though the 
dovclopment of inland fishenes seems to be the immediate concern to 
the people of India the commercial possibilities of marine fishenes 
cannot be ignored 'W© omit for tho tiro© being such specialized 
fisheries such as pearl and cTiank fishenes 

Inland Fisheries — The following steps may be recommended 
for tho divalspuaeat of the inland fiahexi^s n£ Indie. — 

(i) There should be a complete survey of irrigation tanks and 

other inland waters district by disinot those found suitable being 

SeeSir F Isicholaon I<oUon Ftshenesm Japan paras 116 to 212 

+See paper contnliuled by Dr B Sundara Eaj to tbe 2oili session of the 
Indian Science Congress 
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arranged in groups round fish farms and centres where breeding and 
reanng may bo carried on for distribution of the fry annually to tanks 
and channels to reinforce their annual stock of fish 

Ctt) The gradual acquisition of the fishenes of the irrigation 
tanks and other inland waters with a view to stocking them annually 
with improved varieties of food fish and thereby augmenting the fish 
supply 

6a) Immediate steps should be taken for the improvement of 
the indigenous fishing boats and gear 

(it) There should be a Fisheries Training Institute in every 
Province with local fishery schools for teaching modern methods of 
fish culture to the fishermen and their children The Departments 
of Industries should make it a practice of issuing bulletins in the 
vernacular for use by these schools and their pupils 

(cj For the purposes of advanced training scholarships should 
be awarded to enable educated joungmen to rece)\e training m catch 
ing curing and pisciculture from foreign countries. 

(it) The trade should be organised on a co operative basis 
(iiO The transport of fish should be improved not only by the 
budding of good roads but also by the quickening of the existing 
systems of transport and by the provision of cold storage facilities 

(iiti) Suitable government grants should bo freely available on 
the lines of foreign countries 

Mat me risheries — For a country with such a large coast line 
as India, there are great commercial possibihbes of manna and deep 
water fishing In 1925 26 Madras exported 177 790 mauuds of cured 
fish to Ceylon This export trade can bo considerably developed 
under a suitable system of Stele assistance The following steps 
may be recommended for the promotion of the sea fishery industry — 
( i) Experiments to devise methods and implements for fishing 
in deep sea As Sir F Nicholson had suggested fishing experimental 
stations should be established of which one of the functions should 
be to build or cause to be built on their designs small (6 to 10 tons) 
sea going fishing boats On this question very valuable evidence 
has been submitted by Dr Sundara Rjq Director of Fisheries Madras 
to the Committee on Fisheries in Madras (1929) 
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(li) Aquaniuas shoxild be started for conducting research m 
marmo biological stations 

(ill) Trained and expert personnel sbould be appointed to 
organise the industry of deep sea fishing and scholarships should be 
awarded to deserving youngmea for traiamg abroad 

0/J n Fishiitfj liflustne — Of the other industries connected 
with fishing reference may be made to the industry of manufacturing 
canned fish Madra® has had an unfortunate experience of this 
industry as signified by the failure of the Fisheries Cannery at 
Chalijam Evidence was however submitted to tb© Jtadras 
Committee of 1929 showing that the cannerj failed for reasons 
that were largely a\oidable and not because tho industry had no 
po sibilitics in India In this connection the following figures given 
by the Committee ot the imports of tinned or canned fish into India 
may be reproduced 

TABLE 
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The «0 figures suggest, that not only is there a good market for the 
development of canneries in India but that the market for canned 
fibh IS fast developing in the countrj Of couree in a tropical country- 
like India the deielopment of this industry is beset with peculiar 
difficulties But with the aid of science these difficulties ought to be 
ov ercome 

In conclusion it needs only to be repeated that there is a great 
future for the fishing industry in ludia It is well known that fish cons 
titutes by far the most important item of food in the non \egetanan 
diet A properly organised mdostiy -will not only make available 
a larger «upply of fish for food purposes but it wdllead to a much 
needed reduction m the pnee of fish so as to mike itaiailable 
even to the poorest of people Thcro la no reason to suppose that a 
glut in the market will ensue if the fish resources of the eountrj 
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are fully exploited There is much potential demand which, so far 
as one can see, will take a very long time yet to be fully satisfied The 
object of the fishery industry should be to develop the fishenes, so far 
as the inland waters are concerned, by protection, stocking and 
culture The chief need is the prevention of blind destructive methods 
of fishing and the increase and improvement of stock by scientific fish 
farming As matters stand at present, not only are the methods fol- 
lowed by fishermen primitive and inadeqnato, but the fish resources are 
not fully worked The neglect of sea fisheries has already been referred 
to There is a similar neglect ovon in regard to deep water fishing 
in the inland waters The Madras Fisheries Department which, 
incidentally, has been \ cry enterpnsing since its establishment 
in the beginnhig of this century has been conducting experiments 
to devise methods and implements for fishing in perennial deep water 
tanks throughout the year as such methods are wholly wanting and 
the fish from such sources are entirely lost to the fishermen and the 
consuraer* It is evident that, if properly worked the fishery industry 
can be pursued as a useful adjunct »o agricultural operations It is 
also one m which the educated young men of the pronnce might be 
profitably interested for the industry satisfies all the standards by 
which the commercial success of a business is usually measured It is 
however, essential that the Government of the country should also 
be more actively interested in the development of the industry than 
they hai e so far been 
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THE ILVNDLOOiC INDUSTRY 
AND SERICULTURE 


^ 1 

TIIF n^\r>LOOM I\DISTII\ 

Tho lianilloom of Imlia ile«encs. separate froatmont 

Its ^iffiuticnuco to tlio ecouonm lilt of Imlm jrtstifiosit Fall 
roUtinj: to tlio hamiloom iiuluotrj aio imfortnnatolj not 
tiAfilablo It u hov\o\u. woUknotvn that luxt to apricultuto 
hnniUoom Rne-^ cniploj mont to tho larfc^t nnmler of persons, in 
India Tho rct^ou' aro ptrllj hutoncil and partly tho fact that 
tho handlooiii iiidusto I's ndimnbl) smt«.d to tho ngncultnnil 
economy of tho coantrj It c«in bo and in practice is followed n» 
an occupation siipplomciitnrj to ncncnltiiro It i^ wcll-knoun that 
agtnouUuro engoRCs tho attention of tho eiiUnators and their fannhos 
only for a part ot the j oar ami tliat thoro aro man> months in tho j ear 
nhon they hare no work to do Thus occonlinR to Mr Cahoit’s 
ca!cnlation«, tho work done by tho aaerago cwltnator m tho Punjab 
doe<i not represent more tlian loO dijs' field labour for tweho 
months In other >^ord& if hand uoaMn" and hand •spinning aro 
followed as an ocoiipatioii cupplementarj to agriculture, a consider- 
able part of human labour that wonld otlieraise tun to uasto uould 
bo put to prodiiotii o use Those* who look ashaiico at tho compotitn o 
strength of tho Imndloom with the poweislooiu lo'io sight of tho 
faot that as a spnro-tiino occupation tho handloom not only can 
coinpeta with tho power-loota hut i> perhaps tho only aaailahlo 
means of proTiding an oltematiao occupation to tho millions of 
Indian cultiaators dnnntr the weeks of enforced idleness Unlike 
tho power-loom, it can bo worked at homo lu familj sunuiiiuliiigs and 
under a healthy moral atmosphere It accor«.l3 \ery wdl with tho 
sentiments of tho people Tho question of competition with tho 
power-loom does not arise because tho protlttcts of the handloom can 
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be used by the \ cry people who produce them, and when there 
IS n surplus they may find a local market The initial outlay on a 
handloom is very small about Rs 20 per loom Thus looking at the 
Questjon from every possible angle it would not be wrong to say 
that the handloom has a distinct place in the economy of India 
It supplies at present about 25 per cent of the cloth requirements 
of India and about 40 per cent of the total cloth produce in the 
country* No cloth as Sir Daniel Hamilton once pointed out 
can bo cheaper than that which costs only tho price of the raw 
materials Where the cultivator and his family clothe themselves 
with the fabric woven by their own labour no question of com- 
petition with tho power loom need arise 

It need he hardly added that tho position of tho handloom 
industry in the years past was much better than it is now Wo 
need not dwell on the researches of such well known authorities 
as tho lato H C Butt or the historian H H Wilson But it may 
bo pointed out that even towards the close of the nineteenth 
century and the beginning of the twentieth the handloom was 
consuming a very much greater quantity of yarn than was consumed 
by the mills It was during the last War that tho consumption of 
yarn by the handlooms began to fall off but with tho great impetus 
that was gu en to the industry by the khaddar movement initiated 
by Mahatma Gandhi the handloom began to recover its ground 
until to day it has once again established itself on the basis of 
progress The Provincial Governments have now accepted a positive 
policy of assistance for this mdustry mainly in the direction of 
research training and marketing 

It is evident that the future of the handloom industry in so 
far as it is intended to establish it on a commercial scale is definitely 
linked up with the problem of specialising in certain lines of 
production in which it can profitably be engaged The Bombay 
Milowners Association had urged before the Indian Fiscal Commis 
Sion that if properly organised handlooms could be made to compete 
profitably with the products of the power loom in certain styles of 
cloth That the relation between the mill industry and the hand 
loom industry need not be one of competition but, on the contrary 

•See M p Gmdbi The Indian CoHo t Textile I idustry (1938 Annual). 
Appendix B 
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might be one of helpfulness represents the correct reading of their 
true relationship * Actually the handlooms provide a great market 
for mill spun yarn Many discerning observers have recorded 
their opinion that nrobahly the greatest improvement in the 
handloom industry has been the provision of ample quantities 
of mill-spun yarn of all counts and of regular twist and strength 
m substitution for the irregulai and usual coarse hand-spun yam 
of former days Similarly Dr Hadhakamal Mukci^cc has expressed 
the opinion that the handloom does not compete with the mill for 
It produces special kinds of goods which cannot be woven in the 
nulls and utilizes yarn which cannot at present be used on tho power- 
loom He also supports it as a form of village industry which gives 
umployment to local weavers and workers and provides a means for 
the investment of village capital 

Hand-weaving thus can be made into an economic proposition 
provided the weavers getagood supply of raw material, proper techni- 
cal guidance and facilities for marketing their products So far as 
the question of hand spinning is concerned opinion does not seem 
to be altogether favourable to its value under modern economic 
conditions There have been writers who have spoken of the 
efficiency and strength of hand-spun yarn while a more numerous 
section of critics have spoken disparagingly of such yam It is well- 
known that while hand-weaving has made considerable progress 
in recent year«, the progress has been, achieved with the help 
mostly of yarn manufactured by the mills In other words, cloths 
mado of hand spun yarn constitute a very small proportion of the 
total quantity of hand-woven cloths No doubt the Gandhian 
movement has given a great impetus to hand-spinnng by popularis- 
ing the cTturklia, and the efforts of the AIMndia Spinners’ Association 
have also been directed towards the same end But it 13 problematic 
how far the yam spun by the cAaiAAa can stand the competition of 
miU-spun yarn No doubt individoal spiancrs hero and there might 
KuTix WiA ivi'ii -Zii -jevy b&btb«>VEa^^l•iiffil^aVL7 /svirAso 

of competition mustnot however be ignored ilr Gandhi 

S cit) refers to the imposition of the import duty of IViannas per pound of yam 
irb. works out to o\ec 25 per centol the cost of yam in respect of coarser 
counts The mills were benefited bj this duty but the handloom weavers had 
to suffer because the nulls raised the price of the jam manufactured by them 
In sjTupathy with the rise in the p»aee of foreign 5 am The prices of yam and of 
cloths ruling before and after the imposition of the duty (Afaj 1934) bear out 
this cniicisTQ 
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mucli whether fine yam can he produced by the charlha as whether 
it can be produced in sufficient quantities on a commercial scale so as 
to displace the mill spun yarn To some extent the poor quality of 
the cotton used by the spinners is responsible for the poor quality of 
the yam This is a real handicap and the attention of the planning^ 
authority should be directed towards securing for the spinner an 
adequate quantity of good cotton What however might fail as a 
commercial proposition might be a success when the question of 
competition is eliminated In other words in so far as hand-spinmng 
may be considered to be a spare time occupation for the agncultunst 
and his family the yam being used in the manufacture of cloths 
meant for their own consumption or only for a restricted local sale'' 
hand spinning might become a profitable economic proposition 
Unfortunately this is a matter on which there is an absolute lack of 
reliable statistics 

A few words may now be said about tho help that the planning 
authonty can give for tho encouragement of the handloom industry 
Hitherto the different provincial governments have been following 
their own plans of assisting the industry subject to some attempt by 
the Central Government at co ordination The question of the 
handloom industry has been fully discussed at the successive Indust 
nes Conferences held dunng the last few years These Conferences 
have disclosed the necessity for a more effective eo ordination of 
the efforts that are now being made to improve the handloom 
industry At the 9th Conference held in 1937 the progress 
made by the different provinces was reviewed Madras 
disclosed the fact that the handloom industry was suffenng due to 
the competition of the weaving mills and the general state of 
indigence of the handloom weavers Mr V V Gin pointed out that 
the crux of the problem was marketing The scheme of improvement 
adopted by Bombay comprised the organisation of District Industrial 
Co operative Associations which were started for the purpose of 
supplying improved appliances to the weavers on a hire purchase 
system or otherwise as Well as raw matenals at reasonable rates 
advising weavers with regard to the provision of improved and easily 
marketable patterns and designs undertaking preparatory and 
finishing processes and dyeing^aud printing iii connection with the 
handloom industry and accepting on consignment account against 
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partial payment handloom products from weavers and piircliasing 
outright handloom products and selling them To fulfil these aims 
and objects each association was to open a shop at its headquarters 
the expenses of which amounting to about Rs 3 400 per year were to 
be -met from the Imperial grant nntil the shop was able to 
support Itself A. farther provision of Rs 26 000 per year was made 
for each Association to meet the losses if any in its worLing' on 
account of bad debts and depreciation According to Mr Patil 
these Associatious made good progress during the year only one 
Association at Poona being closed down for lack of progress In 
Pongal the-help consisted of supplying to various co operative 
industrial unions improved handlooms for demonstration purposes 
and over ^000 weavers have so far been trained by the expert staff 
attached to the Industnes Department m the improved weaving of 
various new designs The different unions are federated into a 
central organisation in Calcutta— tho Bengal Provincial Co operative 
Society— which has to arrange for the disposal of finished products 
One great handicap has been found to be the lack of working 
capital The United Provincca Government sanctioned a grant of 
Rs 4o00CI for rendering assistance to handloom weavers dunng 
the year 1935-37 while the Bengal Government sanctioned Rs 42000 
for the same purpose during the year Tbo Arts and Crofts Emponum 
run by the Uruted Provinces Government has been doing very good 
business and it was reported at the biiutb Industnes Conference that 
goods worth Rs 100000 were sold through the Emponum The 
Bihar Government have prepared estimates for spending Rs 50 000 
dunng 1937 38 for tho improvement of handloom weaving They 
have also enhanced their grant for the purchase of raw matenals 
and finished goods of the weavers from Rs 140 000 to Rs 170000 
Like the IT P Arts and Crafts Emponum the Bihar Textile 
Institute also did good business selling the handloom products 
not only at vanous centres in India but also outsido of India 
The Government of Bihar complamed however of competition 
by the other provinces in outside markets thus furnishing another 
reason why a co ordination of the provincial efforts were necessary 
The U P Government spent Re 24000 for the improvement of 
handlooms dunng the 1936-37 while Assam spent Eg 24 OCX) for tho 
development of the handloom mdostry in the province The chief 
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Minister of Orissa complained that the two great defects from which 
the industry suffered m the province were the costliness of the 
finished products and the fact that the handloom weavers were 
financially in the hands of the petty shopkeeper-moneylenders 
He proposed to make an experiment under which handloom weavers 
would bo provided with yam at a minimum price and all 
finished products would bo dealt with by the Organiser of the 
scheme 

These remarks show the wide variety of the steps that the 
different provincial governments m India have taken or proposed to 
take for the resuscitation of the handloom industry One significant 
fact that stands out in this discussion is that the handloom products 
now command a market which exceed not only the limits of a local 
area but the boundaries of the province concerned and even find 
markets outside of India It must be admitted that a great part of 
the efforts made for tho improvement of the industry has been due 
to the impetus given by the Central Government Here comes the 
necessity of tho central planning authority taking upon itself tho duty 
of organising a powerful drive for tho improvement and re-organi- 
sation of the handloom industry Needless to say, the grants to be 
mad© available to tho different proiinces for the purpose of improving 
the industry must be substantially increased Apart from the grants, 
however, a co ordmated scheme of improvement should include a 
thorough examination of tho productive as well as the distnbutive 
side of the industry The cost of raw materials, the adoption of 
improved appliances transport charges selling costs, lines of 
specialization — these among others should receive the earnest consi- 
deration of the planning authority So far as tho local organisation 
of the industry Vs concerned, the scheme that is suggested here is 
to make the regional committees the primary units through which 
the drive initiated by tho planning authority should reach the 
pnme producers \A number of such regional committees may 
federate themselves unto a co operative association on the lines of 
the Bombay model \ Tho whole idea should be populansed by 
means of extensive pro'jvaganda earned on by the different provincial 
departments of Industn^ Every province should have a Cottage 
Industries Institute — an utiea that will be elaborated in the chapters 
dealing with the planning of industries — for imparting training 
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seed cocoon? but due to financial stnngenoy five of the smaller 
nurseries were subsequently cdosed in 1933 34 The following descrip- 
tion of the condition of the rearers of Malda which was at one time 
famous for its silk industry will convey some idea of the parlous state 
to which the industry has now been reduced “At present more than 
60 per cent of the rearers mainly depend upon sericulture for their 
livelihood The remaining 40 per cent who have some sort of subsi- 
diary occupation such as cultivation or weaving do not derive good 
profit from pursuing these avocations and are living a hand to-mouth 
existence If the present state of the market continues 

for another half a decade eencnltare in Maldah will be an industry 
of the past and the cocoon roarers will be all swept away There is 
hardly one healthy man in 60 and he has no winter clothes to wrap 
himself with They do not receive any medical relief ’• 

While the rearers are in a very cntrcal position, the condition 
of the reelors is no less so The yam market m Bengal is particu- 
larly under the control of Marwari merchants The local reeler 
IS completely under the control of the Marwan fraternity Most of 
the silk IS reeled by the indigenous method Filature silk does not 
seem to command a good market in India m the local area? The 
price of a filature is prohibitive and m any case the cost of training 
workers is heavy The attention of the experts in this line needs to be 
directed towards the improvement of the reeling methods with duo 
regard for economy and suitability if the industry is to be saved 

So far as sUk-weavmg is concerned it is pre-eminently a 
cottage industry though in some cases there is a tendency for the 
weavers to migrate to workshops which are small in size in the 
capacity of wage-earners under a master artisan Most of the 
weavers are at present in a cntical financial condition, deeply involved 
in debt, with their lands mortgaged to the local mdhajans In 
short, so deplorable is the condition of the weavers that if the 
respective govemments do not take more active steps for the re- 
organisation of the whole industry it is likely to vanish without any 
hope of revival in the near future 

It is only to be emphasised that the silk industry has not only 
great possibilities in India as a source of wealth, but as a subsidiary 
‘This extract is taten from the report (unpuhlished) submitted by 
Mr S N Mazumdar Choudhuiy Investieator of the Beneal Economic Society to 
the President of the Society, dated March 21 1S33 
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mdastr 7 also it has an unporfani place in the econcmy of this 
country. A Press Note issued by the Govenuaent of Bihar ou 
July 18, 1937, thus explain the possibilities of senoultorc as o cottage 
industry in that promnce “Sencnlture offers distinct possibilities 
as a cottage or snbiidiary indostiy', particularly in this proTince, 
where an area of about 44,000 acres is under castor plantation If 
advantage IS taken to rear ailk-woruis on castor leaves, the estimated 
financial benefit with the people will be very great and it would 
also provide a useful Kpare-time occupation It has been calcnlated 
that from an acre of ordinary land under castor plantation about 
30 seers of dry cocoons valued of Rs 40 can be obtained The^c 
cocoons when spun into thread yield at least 16 seers of silk yam 
which can be sold for Rs SO even at the present low price of sdk 
Thus the income of an aiirncultaral family growing castor plants on 
about one acre of land and reanug and spinning en would be not 
lesa than Be 80 a year besides abont Bs 20 that they can expect 
from the sale of castor seeds If the spun yam is woven into silk 
zsatenals, it can face as much as Bs 160 This does not mean that 
a cultivator must have at least one acre of land to spare to be able 
to take up this subsidiary industry because a petty cultivator who 
can Sparc even a smaller piece of ben or tor land for this purpose 
can make an additional income by carrying on this industry on a 
small scale ” 

The main problem is of course the competition offered by cheap 
foreign silk to the local industry The extent of this competition 
can be judged from the evidence submitted to the Indian Tariff Board 
which IS at present cuusidenng the claim of the silk mdnstry for 
protection. Thus with reference to bonded silk which has been 
imported into this country from Japan, it has been pointed out that 
the Japanese Government purchased that silk at 1,250 yen per 
bale and sold it at 455 yen iierbale. bearing the loss of the difference 
between two figures by way of assistance to the industry It was 
also stated by one of the biggest importers of silk in Calcutta to 
the Tariff Board that he had actually bought about 60 bales of 
Japanese silk in 1935 for Ks 3-12 per lb which was about 40 per 
cent lower than the present market price of Japanese silk 

The present production of raw silk m India m sencnltural 
provinces and States (1937-^) 13 about 1600000 lbs It represents a 



ire ECONOMIC nECONsragcTioN of India 

deterioration by over 4 00 000 lbs compared to the production of 1933 
It -was claimed before the Tariff Board that if adequate protection 
were granted to the industry the production could be increased to 
40 00 000 lbs , or by 2o0 per cent At present the total imports of 
raw silk into India amount to about 2o 00 000 lbs but the whole 
of the requirements of India coaid be locally supplied if the industry 
were fully protected 

All this means that it was time that the planning authonty 
addressed itself to the task of co ordinating the efforts of the 
provincial governments with such central help as might be found 
necessary Almost all tho Directors of Industries who have given 
evidence before the Tariff Board are of the opinion that the Impenal 
Sericulture Committee should work on a much more expanded 
scope of activities and that the sum of Rs 1 lakh per year which 
was at present sanctioned for it was totally inadequate It was 
suggested that the Committee should devote its attention to the 
question of research and should have the power to review the pro 
eress of sericultural work done in the vanous provinces and States 
during the year to decide on a programme of development work for 
the future to co ordinate the needs of the vanous provinces and 
States lay down lines of research work to be done the results to he 
made available for the whole of India and the allocation of grants 
to tho vanous provinces and States In other words the provincial 
Directors of Industries have fully recognised the need for a central 
co ordinating authority that will provide an impetus for the 
development of the sencultural industry Under the scheme of 
planning contemplated m this book these functions should devolve 
on an appropnate wing of the agncultnral planning authority 
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IS meant to be a limb of tie Indian National Congress To some 
extent, Gandhiji himself has been responsible for this confusion 
■which exists in the public mind His own intimate connection with the 
Congress and its leadership together with the fact that the Association 
was born under the auspices of and at a meeting of the full session of 
the Congress, complicated farther by certain irresponsible statements 
made by Congress leaders and officials naturally led to a presump- 
tion that the newly started Association was but a new orientation of 
Congress activities and that its economic programme is but a cloak 
for the concealment of its more sinister objects. Presumably, that was 
the suspicion that inspired the circular issued by the Home 
Department of the Government of India to the Local Governments 
asking the latter to watch carefully tho activities of the agents and 
other persons engaged in the work of the Association, a fact which 
was confirmed hy the Hon’ble Sir Henry Craik m the Legislative 
Assembly on the 21st January, 1935 in course of a debate on a motion 
for adjournment of the House moved by Mr Satyamurthi That this 
view IS not tenable will be apparent from certain facts a clear 
grasp of which will suffice to remove all doubts in tho matter 

In the first place it must not be forgotten that in inaugurating 
this Association, Gandhiji has officially severed his connection with the 
Congress except, perhaps in an advisory capacity If, however, 
the fact that Gandhiji still retains the weapon of civil disobedience 
in his hands, even if he wields it alone, is considered sufficient to 
question the reality of his resignation from the Congress there is con- 
clusive evidence to show that the Village Industnes Association itself, 
apart from Gandhiji personally, is meant to he a non-political body 
In a statement issued on the 8th November, 1934 from "W^ardha, 
Mahatmaji declared ‘I would also like to emphasise the fact that 
the Association is to be entirely non-political Its sole object mil 
be the economic moral and the hygienic uplift of villages in India 
and it will be open to workers drawn from ell parties The tost 
will bo full sympathy with the programme and readiness to help 
it with money and actual work wherever possible " Again in course 
of an article under the caption * The New Baby” contributed to the 
Harijan m its issue dated the 2l8t December, 1934, Mahatmaji stated 
* The Association, though it is a creation of the Congress has been 
deliberately made non political and autonomous Its members are 
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pledged*, wliilothoy remain such to alistam from any campaign of 
civil disotedisnce As its adviser and guide I can say that the 
Association has no further aua than that of bnuging about the 
economic, physical and moral hetterment of the villagers ” "When 
the ‘adviser and guide' of tho Association was confronted with 
the fact that he still retains m his hands the nght of practising 
civil disobedience whenever he might feel called upon to do so, 
and with the view of the Government of India (at present tentative) 
which found expression m the circular referred to above and in 
the speech of Sir Henry CmiL in tho Assembly Gandhiji was reported 
to have declared in a special Press interview ‘If ever I should 
have to organize civil dibobedience it would be organized indepen- 
dently of anj other actmtj ’ t arid emphasised that never in his life 
had he done anything in \n indirect fashion meaning therebj that 
the Village Indii3triesA««ocja»ion had for its objective the revival of 
Milage industries alone without any other ulterior motive behind 
It 


These extracts are germane in so far as it is necessary to satisfy 
ourselves that the newly born Assoaation is an absolutely non- 
pobticil body and that all its aims and objects are concerned with 
the rural economic conditions of our country In this connection, 
lb IB necessaiy further to point out that membership of the Associa- 
tion IS open to any one who would subscribe to its pledge which, 
as we have seen definitely eschews politics, and the members are 
also laid under the obligation in terms of the pledge, ‘to seek the 
assistance and co operation of all those who may be willing to give 
them irrespeetne of differences la politics'’ Gandhiji has further 

"Tlie pledge which has to be 3i!;ae(l by eveiy membpr of the Association 
11 latere-jtmg and sienificant and may be repiodacea for that reason 

Having retd the coastitutiaa and rules of Che All radii tiilaga Industries 
t.ssociaUon I offer to be a member thereof and Qod helping promise to devote 
the best part of iii> energy and taleate to the furtherance of its object which 
13 the all loand welfare ot the viUagea of India 

Oo loa^ a-s 1 reuiam a memoer of the Association I shall not take part in 
any coinpansou of civiI disobedience 

la ihe discharge of my dnties 1 ehall seek the assistauce and ?o operation 
c£ all those who maj bo willing to give them irreapectu'e of differences ui 
pohtica 

‘To tl e best of my ability I shall strive to live up to the ideals of the 
Association and preler the oso of sillige maaufactiires to any other 

la the prosecutioa of my obligaboos to the villages I shall recognise uo 
distinction between maTi and man 


t January 22 1D35 
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amplified it in course of the interview given to the United Press 
' The Association will do nothing unaided", he was reported to have 
observed, "for so vast is the work to be done " ‘ Therefore”, ho 

added, "it will invite and receive the co*operation of all agencies, 
not excluding the official agencies ” » 

The explanation of the non political character of the Associa- 
tion IS, it will be agreed, sufficiently conclusive There is no 
warrant for the official view that the initial attitude of the 
Government towards the activities of the Association should be 
one of suspicion unless it is subsequently found to be unjustified 
"We should rather say that if the Government sympathised with 
the aims and objects of the Association, their initial attitude should 
have been one of co operation and helpfulness unless it was proved 
to have been wrong fay the subsequent activities of the Asso- 
ciation 


§2 

AlUS A^D ODJECTS 

What are the aims and objects of the Association? It is 
necessary to have a clear idea of the aims and objects of the Associa- 
tion before it is possible to evaluate their merits or properly 
study them in relation to other economic activities not within the 
scope of tho Association Can wo call it an economic plan? Every 
economic plan «6ta to itself certain pre conceived ends to achieve 
and from that point of view also a study of tho aims and objects 
of the Village Industries Association is necessary The question is, 
how far, if at all, do they represent a clear cut economic plan ? 

Here we come across a strange contrast. Gandhi, the idealist 
and visionary in politics, is revealed as a practical businessman, 
almost a hania in economics In politics “complete independence" 
IS the goal , m economics, the goal, as we shall see, is very much 
modest, though the scale of operation is necessarily country-wide In 
CSSS’, ih& aieftss that cS '‘Pama £ct the 

country, which at one time used to be accompanied by defimte time- 
schedules in the other, the necessity of “moving very cautiously”* 
13 emphasised, the work being compared to “sailing on an uncharted 


’latemew to tho Untied Frets JABuazy, 32 1935 
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IS a comprohonsivo etatomont of its objects These objects are 
made co*6xtensivo with the whole field of rural reconstruction 
and village improvement, including moral and physical improvement 
of the people That is, no donbt, an ambitious scheme and it will 
bo seen, further, that it is not wholly economic either but like all 
schemes of rural welfare, it is set m tho direction of the moral 
and physical improvement of tho people Thus, as regards indus- 
tries, Qandhiji explained in his Press interview on tho 22nd January 
last, “tho Association will certainly seek to revive and encourage 
as many industries as are necessary for tho moral and material 
growth of village life ” Bat tho ambitious ideas are severely 
limited by practical considerations and wo find Gandhyi indicating 
tho directions in which useful work may immediately and actually bo 
taken in hand for instance handpoundmg of nco, grinding of whole 
wheatmeal by village chnkkis, popularising gur, and studying pro- 
cesses with a view to ensuring tho purity of products • Tho beginning 
should appear to bo too humble to many, but those who would 
complain about it would certainly bo those who have missed tho 
economics of Mahatma Gandhi Articles of diet and articles of dress 
constituto the two central points in that economics Behind them 
both, lies the fundamental Gandbian conception of tho economic 
seJf-sulEciency of the village. The importation of foreign cloths 
even cloths made by Indian mills into tho villages, when 
the locally produced Khadi can dress them all, and in 
addition, give them employment for the idle months of the 
year, is as much painful to him as the importation of foreign 
articles of every day diet, such as sugar, flour, biscuits, sweetmeats, 
e*c, when similar products but of superior purity may be locally 
produced and pursued as a lucrative occupation by those who have 
not been driven into idleness by the mill and the factory or as a 
subsidiary occupation during the four months or so of the year when 
the cultivators have laid aside their ploughs 

Tho question of employment is further supplemented by tho 
requirements of health in tho case of diet The handpounded nco, gur 
and whole wheatmeal are supenor in nutritive value to husked and 
boiled nco, and sugar or flour manufiictured in a flour mill Mahatmaji 
is so definite on this point that he is prepared even to see the 

•Statement (Wardba) dated November, 8 1931 
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growing sugar industry of the country iosing its mariet rather 
than that it should affect the health of the people by displacing ffur 
Thus according to Dr Ansajn whose opimnn is quoted tra jso hy 
G-andhiji boiled nee 13 deficient m "Vitamin B (the absence of which is 
said to causo ben ben) whereas unpolished rice not being subjected 
to the boiling process used in polishing nee 111 the mills retains 
Vitamin B as well as the protein fat and mineral matter in which 
rice IS none too rich As regards wheat Dr Ansari observes that 
m tbe process of milling tho germ and the bran are rejected and 
with it undoubtedly are discarded some of tho most useful chemical 
constituents of wheat for with the germ a considerable amount 
of protein and fat are lost and proceeds to say that tbe wbeatmeal 
ground in tho mills is never so nob in these ingredients as the 
whole wheatmeal flour ground in the indigetous cfiaUi The latter 
consists of all three mgredieuls 1 e the bran the kernel and the 
germ and is hence superior in nutntivo value besides being cheaper 
and more readily available to tho poor people m the country side 
As for J7?<r it 13 Dr Ansan s considered opinion that its nutntivo 
value 18 at least S3 per cent superior to that of refined sugar * 

These are in the conception of Gandhiji typical village ludus 
tries the displacement of which has left tho villager at the mercy 
of exploiters Go to the village carpenter says Mahatmaji and 
ask him to make a spinning wheel for you go to the village smith 
and ask him to make a spindle for you you will be disappointed 
The fact is that the villager has ceased to produce the thingg which 
ho formerly used to produce he is now an exporter of goods — food 
stuff and raw matcnal'i — that the town dwellers require that the 
industrialists of India and abroad require and he imports instead 
cheap substitutes for his own use that iiupair his health He can 
produce and keep for himself what he now exports and m addition 
employ his idle hours by producing what ho now imports jaggery 
wheatmeal village tools belong to this category Tho idea is first 
that of seeming ecoiioinic self sufficiency of the village f and then 
catering for the needs of town dwellers Here wo get a 
distinct idea of planning The olimcal analysis of nee wheat and 
ff’i) and their significanco as village industries point only to a 

*Ftdp art cle in ffaryan December 28 1934 

tVide art do in Haryan December 7 1931 
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certain selective process throueh which the plan has got to work 
They do not exhaust tho list 


§3 

PRINCIPLE OP SELr-SUFFICIEVCY 

This section may be regarded as a digression It has already 
been seen that the handpoundmg of rice, grinding whole wheatmeal 
flour in tho village chakki, the manufacturo of jaggery — these represent 
only primary and at the same time characteristic selections for the 
villagers as an immediate economic programme which tho Agents 
of tho Association will be called upon to undertake Neither in the 
statement of tho objects of the Association as given in tho eommumque 
of tho 15th December. 1934, nor in other documents published m con- 
nection with the activities of the Association is there any mention of 
the fact that these activities will not go beyond the handpouading of 
rice, gnnding of whole wheatmeal. and jaggery On the contrary, the 
communique states as the object of the Association "village recons- 
truction and reorganization inoludmg the revival, encouragement 
and improvement of village industnes’ The scope of the Association 
includes the entire life of the village, economic, moral and physical 
The doctrine of economic self sufficiency emphasises it so far as tho 
economic activities of the Association are concerned The references 
to the village carpenter and the village blacksmith and their present 
incompetence suggest specific lines m which the activities of the 
Association might expand to secure such self-sufficiency As for 
Klhadi, It will bo ‘‘the Sun of the whole Industrial Solar System” 
in the expressive words of Gandhiji “All the other industnes,” said 
he, “will receive warmth and snstenance from the khadi industry ” 
"When asked by an interviewer as to what exactly were the industnes 
that ought to be revived and promoted, Gandhiji replied “we must 
promote every useful industry that was existent a short while ago 
and tho extinction of which has now resulted m unemployment ” 

The most important contnbution to economic thought and 
practice that the All-India Village Industries Association is expected 
to make is, without doubt, that of rural economic self sufficiency 
The doetnne is apparently so foreign to the pnnciples of economics 
that are taught to-day that to many it would either represent a 
retrogression or just a silly and fntile attempt to stem the idea of 
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economio progress On subject therefore a few words may be 
specially addressed 

In the first place it is evident that few people take their stand 
to cla> m a world of contradictory phenomena changing values and 
new standards on the immutability of economic doctrines The 
economics as it is taught in tho class room of an Indian college is still 
principally influenced by the Manchostor School But tho economic 
nationalism of the modern world takes the businessman themdustna 
list the banker the currency eipcrl tlio fiscal roforiner even the agn 
cultunst m a different direction than that mapped out by tho orthodox 
theory of international exchange values The senes of changes which 
are convubing the world of economies to day roach their most charac 
tonstic consummation in the conception of national economic planning 
Old traditions however die hard and we fliicl national economic 
planning coloured by a strong urban bias Tariffs exchange controls 
currency manipulation control of credit quotas tho prosperity of 
largo organised industries these constitute tho essential ingredients 
of almost all national plans to day Little attempt has been made 
to plan and co ordinate rural economic conditions conditions of 
prime producers small indaslnos village health and sanitation 
And thus we come to the second point namely that this new theory 
of economic self sufiicienoy of tho village involves a change in 
the pomt of view The whole question of economio improvement 
IS looked at from the point of view of the villages The stress is 
laid on the idea that the moral end physical improvement of the 
village must not be ignored In India the point cannot be too 
much exaggerated She is a land of village with 7 lakhs of them 
inhabited by 314 million seals as against a little over 2000 towns 
with a population of 39 millions Organised industries give employ 
ment only to I p c of the population tho rest live on agnculture 
and village crafts A century of the policy of free competition has led 
to the predatory exploitation of tho wealth of the country and 
has consequently been responsible for the rapid impoverishment of 
the general mass of the people Their debts have increased their 
land reduced to fragments their crafts and arts decayed and their 
health impaired and with the invasion of their soils with jungles 
deterioration of nvers and the menace of malana and the water 
hyacinth tho problem has become one of absolute despair 
unless some Hercules appeared and put his shoulders to the task 
24 
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A rural econotuic plan also represents for the present the line 
of least resistance, for in other plans there may at least bo the 
possibility of interference by vested commercial interests backed up by 
a network of constitutional safeguards , and so far as Gandhiji’s idea 
of the Village Industries Association is concerned, it does not depend 
on the artificial assistance of any external agency, either Moreover, 
what the villagers are interested in are a sufficiency of food, clothing 
and shelter, and a few miscellaneous articles for their simple needs 
The question of a standard of living will arise when these 314 
millions of people have been raised to the minimum level of human 
existence , and not before 

Thirdly, and finally, the idea of economic self sufficiency does 
not preclude all contact with the town , it simply argues changed 
relations, changed relations with the people of the towns and with 
the mechanised industries that feed civilization As we shall see, 
those relations have not yet been carefully defined, and it is here 
that seeds of conflict and disruption aught be concealed Tor we 
must not forget that with the railways and other means of communi* 
cation, we cannot completely isolate the village The problem is to 
organize the inter-relations between the town and the village, between 
commerce and agriculture, between mechanised industries and village 
crafts on a rational basis This is the most difficult part of rural 
planning, and here Gandhiji is somewhat dogmatic The following 
extracts from an article contributed to the Hanjan (December 8, 
1934) summing up Gandhiji’s talk with the members of the Gandhi Seva 
Sangh at Wardha will, perhaps, clarify the situation to some extent 

Thus, speaking of the villagers he says, ‘ There were numerous 
things of daily use which they used to produce themselves not many 
years ago, but for which they now depend on the outer world There 
were numerous things of daily use to the town-dweller for which 
he depended on the villages, but which he now imports from cities 
The moment the villagers decided to devote all their spare time to 
dcmg aemetiiWug twd tcww dwellets to use these village 

products, the snapped link between the villagers and the town dwellers 
would be restored As to whidi of the extinct or moribund viUage 
industries and crafts could be revived, we could not be sure until we 
sat down in the midst of the villagers to investigate, to tabulate and 
to classify ” 
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As regard®, the cry. "Bacfe to the Viilage", Gandhiji believes that 
it means, “remlenug back to it (the village) what belongs to it” and 
proceeds to explain “I am not asking the city dwellers to go to 
and lire m the Tillages But 1 am asking them to render nnto the 
villages what j9 due to ibera Is there any single raw matenal that 
the city dwellers can obtain except from the villager? If they cannot, 
why not teach him to work on it himself, a? he used to before and 
as he would do now but for our exploiting inroads” ? “Even the 
little that he produces, be gives back to the sugar merchant and the 
cloth merchant ’ 

The question of the relation of the village crafts and industries 
with taechamsed factones of the towns is still more difficult There is, 
for instance the Ukohhood of opposition of the organized industries 
to the village indostnes competing with them m the village®, of 
tho cotton mills with the industry ofiheAAadi sugar mill with the 
producers of jaggery The question is particularly pertinent because 
w© do aot find any assertion by any authority connected with the 
ViUngo IfidusUics Association not even by hlahatmaji him®elf, 
that only tho«e milage industries will be promoted or revived which 
will be complemcntarj to factory production On the contrary, 
in the interview given to the Untied P><«j on January ^,3935, 
Gandhiji clearly aulieipated coufiictaud declared that the Assuciaiiou 
will not be deterred by conflicting world forces” In the case of 
such induhtnes as wheatmeal flour and gur, he wonld see that “no 
mcchnni'-ed industry is oUowed to mterforo with the henlth of the 
people” As we just pointed out. he looks at the entire problem 
from the point of view of tb© villager, and he ^7ou^d make, not 
the village industries complementary to the factones, but the 
factones complementary to the village industries ‘ Large scale 
centralized industnes in India, except such indostnes which cannot be 
possibily earned on lu the villages, most mean, the starvation of 
millions who are displaced ” Since, however, neither llahatma 
Gandhi nor the Board of tie TiDage Industnes Association has got 
the power to direct the development of factories, there is a real 
prospect of conflict in so far as the enormous resources of the 
eapitahet employer will he pitted against the fact that the consuming 
power IS held in the villages But the mam point to notice now is 
that such conflict is foreign to the principles of economic planning 
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THE OROANI2ATIOV 

We now resume the thread of our discussions What is 
going to be the agency through which the activities of the Associa- 
tion are to bo carried out ? Gandhijt has said definitely that it is 
not his purpose to select a few specific areas to which alone the 
activities of the Association will be confined The activities will 
have to be spread over the whole country just when and where 
they might appear for the time being suitable and convenient, 
subject to the general directions and financial supervision of the 
Board of Management Apart from the supervision, the work will 
be decentralised and carried on with the help of local agents There 
could be no question of paying the agents They must agree to 
live m the villages, meet their own out of pocket expenses with the 
help of donations (m whioh case account must be rendered to the 
Central Board) though m urgent cases the Board itself may be 
prepared to find the money Reports of the work done by every 
member must reach the Central Office once m every quarter and 
if a member sends no report for three consecutive quarters, he shall 
Cease to be a member of the Association “It is felt *, writes Gandhiji 
m publishing the rules and bye laws of the Association*, “that the 
Board can never cover all the seven hundred thousand villages of 
India, if It is to employ paid agency It has started work with the 
belief that there are self-sacnficing men and women enough to realise 
the necessity of serving the villages which have remained long 

neglected though every one knows that city life would be impossible 

if ther6 were no villages to servo them’ We feel sure there will be 
sceptics — cymes who doubt the eagerness of people toperformhonorary 
work and its real value when performed But the magnetic personality 
of Mahatma Gandhi has silenced many cynics m the past and may 
silence them once again The best solution of the problem might, 
nevertheless, have been’ obtained if munificient patrons of the idea 
came forward with a large capital grant As it is, the Association has 
been able to secure ample grounds and buildings at Wardha provid- 
ed by the generosity of Seth Jamnalal Baja] to serve the headquarters 
of the Association Besides this, Gandhiji has secured promise of 
further donations and the constitution of the Association provides 

*Vii}e tbel/aryan, dated December 28, 1934 
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for Associates ttHo pay an ammal sabsonptioa of Es 100 and Life 
Associates irho wiH pay Rs 1,000 m lampsum Tbon^h in course 
of time those subscnptions may grow into a large sum, at the 
beginning the amount is uncertain and rales out any dehnite promise 
of remunerating the agents or the workers That is why it is stated 
that ‘ the irorhers or agents will be selected from those who, 
consistently with their pre oecnpation of earning their livelihood 
will give their whole time to the work of the Association So far 
as possible, the agents will ba honorary They will collect what 
funds may he necessary for the organization of their areas It 
may ba that the Board will not get many unpaid agents It will be 
satisfied for a start even if a few districts are thoroughly organised 
and demonstrated to be economically and otherwise successful” 
Agam, in course of publishing the bye*laws and rules of the Associa- 
tion, Gf-andhiji ohs'^rved that, no one itbould take charge of more 
villages that he can manage with or without the help of the co- 
workers he has to find aud the Board is to undertake no financial 
responsibility 

Though the work itsell is to be decentralised, the central 
authority of the Association will be vested in a Board of klanagement 
The first Board of Management which is rominated consists, of the 
Foundation Members* who are to hold office for three > ears, after 
which the Board will be elected by the members and their period 
of office will be 8 years as in the case of the first Board "Wardha 
will be the headquarters of the BoanJ Those who would join the 
Association would belong to one of the three following categories 
namely, ‘‘Members’ who have signed the pledge and are duly 
recommended by a member of the Associaliou or any authonsed 
agent, ‘‘Associates" who sympathise with the objects of the Associa- 
tion and pay Es 1(W as annua] subscription, and Life Associates” 
who make a lump payment of Es 1,000 each to the Association and 
sympathise with its oluccto Institutions which undertake to 
abide by the Rules and Ecgnlationa laid down by the Board of 
Management may be affiliated on application to the Association 
It shall also be competent for the Board to issue certificates to pei^ons 


’These are Sin ShreekrishaadaaJ^ooli, Sift J C Eumarappa Shn Oosii 
Ben Shnll S Captam Doctor Khan Shahib SethSoorji VaUabhdas, Dr PrafuUa 
Chandra Ghosh Shn Laimiiias Pnrshottam Aahar and Shn ShanLarlal Banker 
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who may be prepared to deal m village manufactures coming within 
the province of the Association 

The mam duties of the Agent may now bo briefly summansed 
Ho Will, consistent with and m pursuance of the economic programme 
laid down by the Board, carry out a survey of all such industries 
as may be revived, improved or introduced in his area and report 
forthwith to the Central OfiBee the results of such investigation 
with a programme of work based thereon for examination by the 
Ofllce , with a view to finding markets for the surplus product of 
the villages, he should induce reliable merchants to store village 
products for sale at pnces mutually fixed between the merchants and 
the agents with a view to ensuring the genuineness of such products , 
carry on propaganda and appoint whenever necessary, and if funds 
at his disposal permit paid workers needed for this work, and must 
keep proper accounts which will be subject to audit, and generally 
act under the supervision of the Central Ofiice The ultimate ides is 
to have as many agents as there are villages 

It will be evident from the above that though the terms and 
duties of the agents have been very carefully defined, the scheme is 
defective with regard to a number of particulars Thus for instance, 
though the work is to be decentralised it will obviously be both 
terntonally and functionally inter related with similar work earned 
on in other parts of the district, province, or country as the case may 
be, and in. order that the work may be well co ordinated, it is necessary 
that the Central Office should constitute itself into a Cleanng 
House of information as well, with Provincial Branches to expedite 
the transmission of such information Too much of reference to the 
Central Ofiice is unnecessary and undesirable and should be avoided 
<n the matter of getting instructions or submitting reports the 
situated member of the Board of Management representing 
the CeVtral Office in all matters of routine The distributive side 
needs also improved for the success of the scheme will depend 
very matenally products sell Here there is crying need 

for setting up a marketing agency which will work in 

Imtstm with the agents oi\jj^ hand and the information bureaux 
on-^6 other \ 
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' §6 

CONCraONS OF ITS SOCCES& 

In conclusion it needs oiilj be omphnsised once aerain tliat tlie 
«cli0ine stands or falls on llio abuudauco or otherwise of public 
spirit in our countrj Naj it would be moro acenrato to say that 
it stands or falls according os tho number of tho*.o who consistently 
mth their pro occupation of earning; their lirchhood will bo ablo 
to givo thoir itfto/e tiiie to tho work of tho Association is largo 
or small Up to a certain hm t tho personal appeal of Mahatmaji 
w ill bo able to seenro a numbor of workers answering to the doscrip 
tion given above But such number osimofc be very largo in our 
countrj that ig tlio number of tliooe who with a secure sourco of 
income will be able to deaote himsolf whole hcartedlj to tho work 
of tho Association Tlio problem of unemployment on the other hand 
js moA ncMto among the mid llo cli«>ek from whom chiefly the 
workers will hate to be Irawn Tho«o who have occupations have 
to worl for ererj pio of their income and their leisure is not super 
abundant In Bengal for instance there are about CoO police atationa 
and oter ioO revenue units I doubt wl ether there* would be as many 
agents who would offer themselves for honorarj work in tho causo 
of tho Village Industries Association Not that public spirit is 
wanting in this Prottneo but that oven though mnnj might be will 
mg in fact eager to do this kind of work few would be actually free 
and able to do it 

The element of conflict betwreen organized industries and those 
which the Association will promote in tho Milages must also bo 
watched with extreme caution Wo haio to meet not only the 
question of poverty at out door bat that of exploitation hy the non 
Indian capitalist as well The only reply to tho latter s challenge 
since we cannot prohibit il, is to play the game and start organized 
industries ourselves We must not lose our grasp of realities and 
Ignore either their necessity or their existence Somo sort of 
complomentary production covered by an. inter connected plan for 
both seems to he tho inevitable solution and it is just as well tliat 
Gandhiji and tho people of India should face tho problem here nud 


now 



CHAPTER XVI 

VILLAGE RE-ORGANIZATION 


§1 

TnE riLijiOE 

The viHaffe IS the base of the socio economic structure of India 
It has been the cradle of the ancient cmli/ation of this country, and 
even to-day it is the home of about 90 per cent of the people After 
more than a century and a half of Bntish rule it yet bolds the 
key to the solution of many of the social and economic problems of 
the couutry Civilization according to 'Western standards is a 
peculiarly urban product For this reason Western culture has 
failed to take root m this country The heart of India is m the 
village, where Western culture has not yet penetrated to any great 
extent The village still lives its own life, and the generations of 
to-day like the generations of the past are content to live the simple 
life of their ancestors 

It will, however, be misleading to say that the Indian reformer 
can reconcile himself with the conditions that obtain in the Indian 
village The conditions are not those of an idyllic bliss The village 
of to-day is not only an ancient institution,^ but an antiquated one, 
in the economic life of the country Wd can no longer ignore the 
impact of "Western civilization and though it has not directly affected 
the life of the village excepting to a very limited extent, it would 
be foolish not to recognize the indirect effects of that civilization 
on the rural life of the couutry For the last half a century, mainly 
under the impetus given by the mdustnal civilization of the West, 
there has been a steady export of wealth and talent from the country- 
side which it has been the business almost of everybody to talk 
about but of nobody to arrest The agriculture of the country on 
which the village depends has now been brought within the ambit of 
world economic conditions wbichwecan ignore only at our penl 
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No doubt there have b^en efforts m coveral directions to improve 
a^coltnre to rehabilitate cottage Industrie' to ee* up primarv 
«cho<jh to eonj'tmet roads to improve the vater 'upplr to provide 
health s^rvic-’s and la other ways to make life worth living But 
ths'-c efforts: have been Tiasmodie without any nation wide urge 
informing them and without any attempt to co-ordinate them 
along chauncL that would involve the ynmimun of waste 

If statistics could speak the following table would speak 
eloquently of the importance of the village m India 
TABLE 
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It would be seen from the above table that while &9 per cent of the 
total population of India live in ronil area'" the large majority of 
the population about 76 o per cent live in the smaller milages Of 
a total of 696740 milages in India o09T86 villages contain 
a population of Ie«a than oOO persona each j5fo’=t of thee milages 
are in the nature of scattered hamleta with only a few families Imng 
in each The mfiaeace of "We^tem avilizatioa has not yet touched 
the lives of most of them TerP few of them hare «een even a 
railway tram far less travelled la one The amenities of «ocial 
life are untnown to mo'-i of them The government of the country 
have but little contact with them High politics do not enter into 
the context of their live Even r newspaper does not reach many 
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of these villages Even if it reached bv chance it would be a 
useless article with them because m India 90 per cent of the people 
cannot read or write and certainly there are villages where illiteracy 
IS 100 per cent 

To re organize these villages is a gigantic task Not only is 
the scale of the efforts bound to be vast and the problem of cost a 
tremendous one but also the conservatism and fatalism of the 
village masses would oppose almost insuperable obstacles to the zeal 
of the reformer Many of the movements for social reform have 
broken down time and again against the bulwark of the village 
ortbodozy The intelligent enlightened and active co operation 
with the public power which alone can ensure the success of a new 
social movement is absolutely wanting in most of the \ illages of 
India with the result that between the forces of conservatism on the 
one hand and want of funds on the other the spirit of the reformer 
13 damped to the point of utter despair Just as it is foolishness 
to build without a solid foundation the urge for social and economic 
betterment must come from within and not imposed artificially from 
without This inner urge is at present lacking in the minds of those 
who live in the rural areas and it is because of this that all move 
ments for reform seem to bo forced from outside thereby raising 
suspicion and reaction in the minds of the rural people instead of 
evoking a spirit of trustful co operation While leadership has its 
undoubted role to play it cannot be of very much effect without its 
essential component namely an active trustful intelligent and 
well disciplined spirit of followership behind it The needs of the 
situation may therefore be summed up by saying that the village 
wants more than anything else to develop a spirit of progress 
This requires the spread of education in the villages as the stne qua 
non of progress Education is the greatest need of the country It 
IS the first condition of progress because it creates the sptni which 
inspires progress An educated village — and by education we do not 
mean mere fiteracy — wiff produce its own reformers It is only when 
the reformers will belong to the village that the real re organization of 
our rural life will begin 

As matters stand now it would be idle to expect that the 
villages would produce tbeir own reformers In fact the villages 
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suffer from a double handicap On the oae hand oulj* an infiTiitP^imal 
proportion o£ the rural people are educated and. on the other hand, 
even thoae Tvho have been fortunate enough to receive educition have 
left the village for the town This export of talent ha^. robbed 
the Mllagers of whataxer guidance or lutelleetuvl stimulus they 
might otharwiij have had for tha reconstruction of their socixl and 
economiQ life This export of talent has got to be stopped It is 
however ono thing to suggest that the educated yonngmen. hailing 
from the villages should go back to their ancestral homes and lend 
their hand in tha ta^k ot social and economic improxement and it is 
quite another thing to be a sured that they will octuaUj do it They 
have not passed any '•elf-denying ordinance The citv offers them 
opportunities tor a fuller life thin the vUUge The educated mm 
not only wants something with which to EOuri«-h his bodj but al o 
something with which to noun li hi* mmd In the e days of large- 
scale unempluymeat neither the town nor the village offers the 
average youngmen with -ome education an> immediate pro pert of 
useful employment B it while the mmJ u atrophied m the village the 
oitj offers him it leist some -ati-faction Has not this satisfaction 
some importance in our scale of values •' Can we reisonahJy ask 
the educated j oungmen to go back to the villige and -t.irve his bodj 
as well as the mind ■' C.in we ask. him to eoDiTnit intellectual atunde 
by forgetting his ediicahon nnd applying himself only to mmunl work 
for the simple rea on. that the society or the State cannot offer him 
adequate opportunities for the application of his faculties to national 
service ’ 

The problem of village re construction 13 thus to be approacned 
from two points of new In the first place we must inculcate the 
spirit of progress m the minds of the rural people and the mo t 
effective way of domg it is by the •spread of education Secondly, 
we most eo improve the material conditions of the village by provid- 
ing the mimmum amenities of a civilized life that tho educated 
sections of the rural population might find it worthwhile to make 
the viUdge their real home It would be the aim of planning to 
bring about this transformation of the Indian village- Its aim 
should be to do away with the prevent extreme dt-panties between 
rural and town life This can be done by effecting a happy reconci 
liation between the conditions of town life and tho=e of rural hfc 
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Good roads a plentiful supply of good drinking water, provision of 
healthy recreations, libraries, community centres, ample provision of 
health services — these ought not to bo the monopoly of the towns 
On the other hand the village with its agncultural complex and the 
luxury of open spaces ought to provide a welcome and necessary 
relief against the drab, dreary and overcrowded cities 

§ 2 

EDUCAHNO TUE MLEAOEr 

The education of the Villager consists of the twin problems of 
removing the illiteracy of the people by educating the children and 
educating the adult, The problem will bo discussed more fully in 
the Chapter on Educational Re-constmction Hero it will be only 
necessary to set forth the main outline of the problem from the point 
of view of village improvement The following table gives the 
provincial figures of literacy — 

TABLE 

TTo p«r mtU« tcAo ar« Ititrale aatdSond oier 
Frovisces Persons Males Females 

Assam 93 156 23 

Bengal 111 ^ 163 83 

Bihar & Orissa 63 9S 8 

Bombay including Sind KM 176 81 

C P &Berar 6C v 121 12 

Madras 108 ' 188 80 

N W F P 49 80 12 

Punjab C3 100 17 

United Provinces 66 94 11 

These figures refer only to Bntish Indian Provinces and do not refer 
to the States In some States the percentage of literacy is much 
better than in British India, but the general picture is one of extreme 
backwardness' when compared to the achievements of foreign countries 
It is evident that this problem can bo tackled within a measurable 
■petit/d oi lime OTi\y V<y mtiodncmg aschetno o? ccrmpulscrry pntnaT^ 
education Education is now a provincial subject and the responsi- 
bility for introducing compulsory primary education is now a 
provincial responsibility One cannot say that the Provincial 
Governments have been fnlly alive to this problem The general 
complaint is one of want of funds It should, however, be the business 
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of tha pUnnmg aatbority to find tha neoessarr fandi for tbo purpose 
In this attempt the pUnning authority mil nndonbtecUy be fortified bv 
the example of the Western eonntne'- apology i> needed to refer 
to their achievements in this coimectioii The follovnng extract tahen 
from the Eeport on Unemployment issued from Geneia in 1935 will 
speak for it-^olf In particularly every conatrj says the Keport 
there are laws which require all children between specified ages to 
attend school at fixed times of the daj during certain periods of 
the year The age ior this compvilsory school attendance i» nearly 
everywhere 1-1 years or 14 years pins the time needed to complete 
school term or year In some countries however the age i» lo 
In the United State* howoier every city has a compnUorj school 
attendance Uv, and most of these laws fixed school living age at 16 
On the other hand there aro other countries m which the limit i* 
lees than 1-1 For instance it is 13 in Albania Argentina Columbia 
Finland Franco and Pnner Edward Inland 12 id certain Canadian 
ProtULce-- Greece Hcmgary Portugal and Turkey and 11 or in 
Yfigo sUvia * In all the Australialian ate» education i' con3pnl>>or% 
until the age of 14 but there is no compulsory post pnmarv 
education except for apprentices In Belgium post primary educa 
tion lA loJuntary while m France under an Act of 1919 all joosg 
persons of le«s than 18 years who did not attend full tune classes 
must go for at least 3 years to free vocati ' classes established both 
for apprentices and other young workers In Germaur all children 
who ha^ e completed their pnmarv edncation whuh extends from 
6 to 16 years and who do not pa*s into full tune secondary technical 
schools are obliged to attend post pnmarv classes up to the age of 
18 The application applies to classes held from 4 to 12 hour* a 
week during a period of at least 3 years This edncation i» given 
either in continuation schools or in vocational school In Sweden 
continued education is. compulsory for young persons from 14 to 18 
The instniction given which is sometimes of a general character, some 
times of a vocational character is closely hnked with the vocational 
guidance and service In the Union of South Afnca there is no 
compulsory continued education but apprenticeship is coinpul-^orv in 
designated trades In the Uiuted States of America there is a peculiar 
condition that lefore a child or young person mar enter employ zueiit, 

•JJeport III oa Eoplormcat amoog Pensous ol the loteniat onal Labour 
(.outereuCB at Ceneva l‘‘oo 
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he IS to applj’ for and obtain an employment certificate Most of the 
States require emploj'ment certificate? not only for factones but for 
employment in shops and numerous other occupations These 
certificates are usually required up to 16 years of age and for reference 
to the degree of education that must be reached by the applicant or 
to his physical qualifications, though some of the States do not 
require any educational qualification nor fix any definite standard 
In Great Britain, compulsory education ends at 14 plus, but the 
education Act of 1921 empowers local authorities to raise the age 
limit above 16 In some of the local areas, age has been raised 
to 15, unless suitable employment is available for them, m which 
case the children are only released if the authorities are satisfied 
that if they have to do so it will be to the child s 
advantage 

All these show the great importance that foreign countnes 
belonging to different stages of prospenty and advancement have 
attached to the education of their children Compared to the 
figures quoted above, British India makes a \erj’ poor show Accord- 
ing to the Census of 1931, there are 24 milliou bovs between the 
aged of 6 and 10 In 1931-32, the Statistical Abstract for British 
India put the total number of bo>s in the primary classes 
at 7,377,257 so that v e can assume that onij about 30 per cent of the 
total number of bo>a who ought to be attending school are 
actually doing so Below will be found a table giving provincial 
figures — 


TABLE 



Total nomber of boj 3 of 

The Humber of boj s 

Piovinces 

ages 5 to 10 

attending primary 
achools 

2Iadras 

3031,434 

I 925,241 

Bombaj 

1,486 771 

882 663 

Bengal 

3 563,2o7 

1 579,276 

United Provinces 

3246,268 

1,080,438 

PuD^ab 



Bihar A Orissa 

2 642,921 

771,763 

Central Protinces 

998,119 

280,233 

Assam 

653,574 

221,225 


It will be found from the table that the progress achieved is not even 
in the different provinces Thus the Punjab is tlie most backward 
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tn r»'ppct ot pninirr ediica»ioii 'whe~3' llidn- seem-* to be th^ 
mQ--* procr«'Sive The total expenditxtre oa pnmar3 eJncation time 
to about li- 6SL lakh-- in 1931-32 or a lutle le®'- than K- lOp^r 
-(ihoUr Zo. Bengal the eTpenditnre per «tIioLir is onJi 4 a jear 
I* -wtU no Jvubt be powble bv a suirable re-aimnjement of school' 
to biang do-ra the total oo'* p«r 'cholir On the other hand mprove- 
menc ot the prman. -chool' will entail a higher eo't per scholar 
Assuming chat in the re-olt the cost per 'cholir \nll remain the 
'ame the cos* ot nniTersil pnmirv edaoatioa on a compulsory and 
tree ba-ii worL"? on* to Rs 24 trores tor the bo'vs alone of vrluoh 
’■ne pn"ent pro'-tsnn am.ormr» oqi-v to E' GSl lakh® Tie tota! 
additionil Uabilirr ot lutridunag ci'mpol'ory pruniiy ednea- 
tiOa tor the buys wjnld ’•nn' «. to-® np o a btrle oi er E- 17 crore' 

So t'lr AS rht* edu % i ui ot sifl' i' ocerued we find thit at 
prv'enr the si juiniiis- eln. mcin per sirl 'cholar 

IS rt little over Ea 'a a yeir On tni' bi'i' tie total co't of 
auiver^til pniuary ei-luiitma t’r g^U weuld be Es 13 crore' ot 
which tii» pr"®*!!' provision is R' 132 uikhs ouIt sq ihat the 
total adiii’-ional Li\bilil> on v<.Hin.' ot tree and comptil'ory 
pmairy educ-vwn tor girls wooil oe a 'itcie lea than Es 12 
crore*- 

Thn. taking both boys and gtrta tO(?»citer the total additiopal 
liability tor intTfidncing free and compulsory education of a primary 
standard tronid be abon*" R? 30 crore® An attempt will presently 
be made to find oat how this hnge sum would be found for the 
pnrpo=e of financing free and corapdLsnrr pnmxty education for 
whole of British Indu * 

•TEs cost af pnmat-e- cdaosbaii m rarwus coiintnea l» us lally sZiareii 
l)e'^e-“n tie central aathomy and the local authorities that is from central 
retenaea Ccrsubsidies) aadlocal ra*e3 a, mEjLdaad Rn-.-Jia T7Sa and Japan 
In France the central aQthontv acts as the financial ac“tit of tie commimes 
ri° co rnm i t nea ea-DeciaHj- the poorer ones receiT“ substantiil stale 'iiil towarda 
hmldmg enpenses The cost ot public elemental— edacition m EEcIand was 
esUmaced to he £5« 500 000 in 1925-2b towards which the Uoard of Edncation 
contributed £JI_2J7 COO The co».t to titiblic tnnds per child in areraua attendance 
for 1923-2S wa= estimated to be £11-9—3 In France accordin'- to the Bud^“t of 
19 h) the total cost of elementaiy education ’vaa about 200 nuliian francs The 
total cost of educatioa {all grades) ui Prussia la 1923 was o29 200200 marks 
out of winch Jfid aurks were spent on elementiTj- sibi/vinon la the 

TT.S-i- there a scarcelv anT- national (Eeder^ expenditure on. education, but a 
few gi-ates pav mom than one third and manr others from 10 to 20 percent, 
on the eireii->e of scliuoUnu m the whole stat** rerardless of local taxation See 
a pimpluet on Primary Jj/aration uf Erngi! bw J£r j>almi Eanian Sarlpr 
UeshabanJhu senps >"0 t, Appenditr 
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^3 

ABDLT EDtJCVTIOS 

The problem of adult education may be approached from two 
pornth of MOW One is the problem of preventing tho adult who 
has recei\ ed an elementary education from relapsing into illiteracy 
The other is the problem of educating the illiterate adult The first 
IS the problem of continuation schools” It is not necessary that 
the continuation schools should be of an academic nature or a mere 
duplicate of the primary schools In point of fact, recent practice 
in Europe and America favours the establishment of such specialised 
t j pes of schools for the adult as ‘ Mechanics’ Institutes" and 
commercial schools The education is imparted mostly in the even- 
ing and the type of schools is meant to give factory workers 
instruction in the scientific principles of workshop practice and to 
impart training in such commercial subjects as typewriting, shorthand, 
book-keeping, accountancy, banking, insurance, railway administra- 
tion civil service, courses for solicitors or stock brokers, for secretaries 
or grocers' assistance etc Admission to these schools is usually 
limited to those who have already passed the first school examina- 
tion In Great Britain the Education Act of 1918 (since included 
in the Education Act 1921) laid upon the Local Authonties for 
higher education the duty of establishing and maintaining day 
continuation schools in which suitable courses of general instruction 
(up to the age of I6j and with a vocational bias (from 16 to 18) 
were to be provided for all young persons attendance being 
compulsory and free The compulsory schools, however, met with 
certain administrative difficulties in their working and many of 
them had to be closed down These were, however, substituted by 
the voluntary day continuation schools which were designed to 
supply the needs chiefly of the two types of juveniles fa) those 
whose parents cannot afford to pay school fees but are to maintain 
their children while they are receiving a training designed to enable 
juveniles to escape 'blind alley’ occupations and (b) those who 
have tie oppATtu-ujiy ef BSjjBJjiff and ieasaivff si ih& S3is& ijjoa- 
The Act of 1918 also brought under continuous educational control 
those who had to give up edu{».tion as soon as they entered business 
until they reached 18 years Another special tjTe of institution 
imparting training in the evening has been designed for those whose 
dailj occupations are of a routine or a repetitive kind Special offers 
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in these institiitions are mainly practical, for instance, wood-work, 
metal work, hohbies, physical exercises and boxing, drawing and 
painting together with the amenities of clnb life Similar provi- 
sion has also been made for the corresponding type of girls in the 
(free) Wonieii’a Evening lostitrites Ithas been found m England 
that the employers have realised the importance of “further educa- 
tion” and are cither oo-operatmg effectively with the Local Educational 
Authorities or maintaining in their own works-schools and classes. 
Co-operation between the L E A s and the Boys Scout Association, 
girl guides, Church Lads Brigade Juvemlo advisory committees, 
Toe H and organizations of this kind was eaid to bo domg much 
to ensure that the work in the day elementary schools is earned 
to a more profitable stage m the day continuation and evening 
schools and eventually into the polytechnics higher commercial 
schools and the schools of art * 

In the United States contmoatton schools are found m more 
than half the Sutes the age of required attendance reaching 17 or 
18 m several States GreneraUy 4 to 6 hoars of day time attendance 
per week are required of all employed yoong persons between 
14 and 16 years of age One of the difficnlties expenenced m 
the United States has been that of providing competent 
teachers for continuation schools Classes or groups formed in 
continuation schools are necessarily more heterogenous than are 
classes in ordinary public schools Each teacher must meet from 
150 to 300 pupils per week “with a consequent dispersion of personal 
contact and impairment of understanding” The syllabtis and 
the range of studies have also presented considerable points of 
difficulty 'WTiile profonndity of learning is not aimed at, there 
are some who would impo^o a considerable range of studies, 
while another gronp would favoor concentration on the part of the 
individual pnpils according to bent, outside employment prospects 
and the like 

As regards commercial schools, urban high schools in the 
United States have in many instances to include commercial 
courses in the curricula The better high schools now offer 
both short and long courses in tho three following groups of 

•See article on Continuation Schools” by Mr Eeresford Ttigram Organiser 
01 ContiiiTia^OTi Scaools, X/ondon Cottutv Council in the 
Brtfarmtea Vol VI (Ittli Edition) 

28 
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work Secretanal and Eecordmg, /y Accounting and (c) Selling 
The Smith-Hughes Act passed m 1917 placed definitely upon the 
newly created Federal Board for Vocational Education the responsi- 
bility for making surveys to determine the actual commercial 
education needs of the country The Board classified about 26 junior 
commercial occupations as a result of which commercial contmuation 
high evening schools greatly altered their curricula to meet more 
adequately the needs of the jnmor workers who more often than 
not needed training in other commercial courses than book-keeping, 
typewriting and etenography 

It IS to be agreed that a considerable part of the schemes of 
education outlined above would be inapplicable to rural India in 
her present circumstances These schools may no doubt be tried 
in the towns and the industrial centres and children belonging to the 
educated middle classes might very well profit by such schools 
So far as the villages of India are concerned the main question is 
the education of the illiterate adult The efforts made by such 
countries as the United States, Great Bntain and other countnes 
for the education of the adult are to a large extent inapplicable to the 
circumstances of this country There are, however certain points of 
interest both as regards the content of the education offered and 
the method of procedure m the systems adopted by some of the 
western countnes In Great Bntain, adult education is now regarded 
as a training in citizenship But the method of approach has been 
too scholastic to be of any useful guidance for India The adult 
education centres in that country are, more or, less, like study 
circles with small classes meeting penodically, each class consisting 
of an hour’s lecture and an hour’s discussion, organised mainly 
with the help of the universities In the United States also adult 
education efforts have proceeded on similar lines as m Great Bntam 
though its onginal starting point was somewhat different It was 
in 1826 that the first lycenm had been started in Massachusettes 
with a voluntary association of farmers and mechanics ‘ for the 
purpose of self-culture, community instruction and mutual discussion 
of common public interests” Later on the movement was merged 
into the university extension movement These facts only compel 
us to repeat that the British or the Amencan analogy would not 
be of much use to Indm Neither the report of the Carnegie 
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Corporation of New-Yorlc (1924) nor the Bntish Ministry of "Renons- 
tniction report (1919) could be said to have laid doivn a standard 
that India could follow On the other hand an instance of an American 
Totuntary effort might be quoted with profit In Dallas. Texas 
repreoentitires of the aanoos commuDitr eateipnses have formed 
a national community conference affiliated to the National 
Commuiuty Foundation The latter organization is conducting 
on an experimental basis community organization activities 
and educational programmes in 60 small cities and towns of the 
iliddlo Atlantic States Such commamty efforts provide & useful idea 
whicb may be followed with advantage by Indian educationists 
The United States also offers an example in the matter of girls’ 
education Three million women m the United States belong to 
women s clubv m different towns and cities The national and 
State officials draw up study materials which form the bases of 
educational programmes throughout the year With the public 
school as the ba«ic unit hundreds of thousands of parents chiefly 
mothers, are united in parent teacher as'ociations child study 
groups ohild welfare groups etc They are sen ed by every national 
organization each group being engaged upon an educational pro* 
gramme In India a country where 90 per cent of the people 
are illiterate the comcula of these schools will no doubt hav e to be 
different from tho»e of their foreign coonterparts But the community 
organisations should certainly be set up under the guidancft of the 
State, these organizations being manned in the initial stages by 
volunteers drawn from the edncated clashes under the direction of 
a central a«sociation These volunteers will find m the propn»ed 
niral regional committeps an exceJleat medium for the orgaruzation 
of voluntary as50ciations in the respective areas The curricula 
should be drawn up hj the central association m each province with 
such local vanations as the regional committees might dctermina in 
consultation with the central association The sun of the education 
should not be so much to impart literary education to the adult 
masses as to educate them into knowledge useful to them Normally 
the cumculum should include some training in the principles of 
hygiene the care of health, elementary prmoiples of eeonoimcs rntl* 
such special knowledge relating to the agncultnral arts and sciences 
as may be smtable for the particular areas In addition to the 
volunteers to be recruited from the educated classes, the Departmental 
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OfEcers belonging to the ProTincial Government might also be 
instructed to meet the adult educational centres withm their re‘?pec- 
tive jurisdictions periodically 27ie basis of the plan lies in volcmtary 
and honorary ■work Only the staff of the central association and a 
number of tourmg officers need be paid The normal education 
budget of the Province ought to be able to find funds for this staff 
The whole scheme requires very careful and co-ordinated planning 
Only the materials and these also in their barest outline, have 
been supplied m this section the formulation of the plan "will depend 
Upon the educational anthonly which is to be set np as part of the 
general plan 


§4 

CmiIZI3.0 THE rUXAOE 

The subject of edncation has been dealt with at length because, 
as has been already pointed oat, edncation is the harbmger of 
progress It is the only thing which compels the urge for progress, 
an urge which gathers strength from within Efforts at reform had 
fregnently broken dotm m the past because they had not been the 
result of a self-created urge 

Education, however is only an indirect basis of progres'*. 
The life of the village has to be improved by providmg it -with the 
TTiTniTTiTiTTi ameuities of a civilized life Good habitable houses at a 
cheap cost, good roads suitable for village traffic, provision of rapid 
means of transport, an adequate system of drainage, provision of 
pnre drinking water supply, a complement of hospitals and dispen- 
saries a midwifery training centre, provision of simple recreations 
establishment of community centres with a public hall, library and 
school, a post-office and police station in every village — these are 
the mimmam requirements which must be satisfied before a village 
can successfully establish a healthy contact between town-life and 
life in the village. This is largely a question of orgamsabon and 
finance 

Our villages have to be planned and organised There may 
have to be a re-groupmg of "villages in order that the cost of improve- 
ment may be convemently shared by several villages In other words 
a regional distnbution of "villages is necessary m order to secure 
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the maximum economy of efforts and in the cost of improvement 
In Chapter X a scheme of regional <»inmittees has already been 
explained These reeional committees should be the pnmary and 
most important unit of viilagre re construction In the previous 
chapters, a number of functions have been assigned to these commit 
tees Besides these speoific imictions it mil be the general duty 
and the most important one of these committees to "work for the 
improvement of the village as a whole The cost of tho improvement 
can be brought down to a reasonable leiel by the enlistment of 
voluntary effort m the task In several districts useful vrorL 
has been done with the help of voluntary effort A considerahle 
amount of national energy is now lying dormant in the shape of 
unemployment This onerg5> under suitable direction can certainly 
he organised for national service This means that the problem is 
one of leadership Mr Braynee efforts m the Punjab give us a 
necessary clue to the proper approach to this problem It is hoped 
that the establishment of the plaontog authorities iviil lead to the 
discovery of the leadership that IS so badly wanted Organisations 
like the Youth "Welfare Leagues Better Lmng Societies and other 
community efforts are instances of voluntary enterprise orgamsed 
under suitable leadership 

The community organisation is an essentially American idea • 
Its aim la to heighten the social solidarity to dtssohe class and 
racial antagonisms and to rouse the cmc intelligence that would 
see through the smoke screens behind which the political bosses 
do their dirty work Three approaches to the idea of the community 
organisation which the United States has attempted may be bnefly 
described The first la the Settlement idea The settlement is a 
local community tho object of which is to mako a living connection 
between tho centres of eulturo and the centres of industry where 
cultured people with their hbcral outlook and broad sympathies 
would become the neighbours of the workmg people and the poor 
The underlying principle is that of patient systcmutio training of 
these people from childhood up for their own uplift The use of 
public schools where rooms owned publicly might be made use of 
by the citizen in the shape of pubhc lectures exhibitions etc leads to 
the second approach to the idea of the community centre namely 

*II N Shenton T! s PratUcnl Apfl tat onof 8oci<t(o<}y pp 124 180 
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the multiplication of AScAeo? CenDw The third is the Neighhotohood 
Association The first descnption of such a local body was thus guen 
m 1918 — 

Given the local commtmitj t\ith its streets homes vacant plots public 
buildings Its mam groups and its lack of organization given the people 
that compose the real community with then prej id ces and predispositions 
their inertia and their conservatism also their love for broad fellowship and 
their capacity for co operation when once tl ey are brought together 
rightlj given the local centres and the histone individualitj of a certain 
locality given the largergovemment agencies— given all these and a desire 
to lead the problem of the neighbourhood association is to mobilise these 
resources and human forces for the whole social welfare of the entire 
community ’ * 

Membership of a Neighbourhood Association is open to all reputable 
citizens ’ of the district Each organization is non-partisan non- 
sectanan and so far as the boundanes of the association are 
concerned non sectional Each association is so organised 
as to give practical and real representation on the governing 
board to each recognised civic and social group working in the 
neighbourhood It represents the most comprehensive of the com 
munity organisations 

In India community organization is not a new feature of her 
social life The village m India has been since time immemorial a 
community long before Europe or Amenca could think of the 
principles of community organisation Each village community was 
based on the differentiation of functions but co-operation of the 
different classes and castes Ths higher and lower castes were bound 
to each other by an organic relation based on the inter dependence 
of each on the others and marked by sympathetic understanding 
and willing co operation The village Punchayat was at once a 
social a political as well as a legal institution In many South Indian 
village communities even the so called untouchables used to take 
part in the decisions of the viUage assembly The village in India 
IS truly the focus of her social life The village arts the village 
fairs the village festivities are as much part of the organic life of 
the Indian village as the deliberation of her Punchayat Even with 
the enlistment of maximum effort on a voluntary basis there still 
remains the cost of solid hard work to do for the material improvement 

♦LoEoy E Bowman in the Nat onal Conference of Social Work Kansas 
1938 quoted by Mr Shenton 
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the one hand a pooling of resources for purposes ■which seem unor- 
thodox to the practitioners of sound finance to-day hut which 
nevertheless might be the basis of a financial system of far greater 
soundness for the nation In a previous Chapter* an attempt was 
made to show the extent of public borrowings even in such a 
financially orthodox country as the United Kingdom as well as in 
the British Dominions The British Government as well as the public 
have not only invested large sums of money at home but also lent 
out vast sums abroad Thero is no reason why India should not 
raise a loan for national re-construction If it is not possible to 
raise the loan in the country itself, I see no reason why the necessary 
capital should not be borrowed from foreign countries with suitable 
safeguards It has bean pointed out of course that the amount of 
the borrowing will have to be limited by (a) the amount that the 
national budget will be able to spare for the service of such loans, 
(h) the taxable capacity of the people and (c) the amount that can be 
diverted from the security services to the national services m the 
existing budgets A loan for rural re construction answers pre- 
eminently to the conditions for which public borrowing may fitly 
be resorted to A calculation has been made m § 2 above that the 
total cost of introducing free and compulsory pnmary education in 
Bntish India will approximate to Ks 30 crores In addition there 
will have to be another fund for financing the urgent improvements 
that the Indian villages require before they can become fit for 
civilization The question that now must he answered is how to raise 
the funds 

So far as the cost of education is concerned it is a clear case 
for additional taxation Education is now a provincial subject 
but the provincial revenues ere extremely inelastic as they are A 
considerable part of the expenditure again is of a nature that does 
not admit of any appreciable reduction in the immediate future 
No doubt a certain sum may be realised by reducing the cost of 
ad minis tration wherever such reductum may be ionnd to be practi- 
cable It should be part of the duty of the planning authority to 
direct the appointment of retrenchment commissions in each provmce 
to find out the avenues of immediate as well as ultimate retrench- 
ment The question will forther be considered in the chapter on 


’Chapter V, § 2 
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C I') subventions to small industnes including' fruit forest and 
fishery industries 

(vi) compulsory consolidation of holdings by payment of 
compensation ivhere necessary 
(vit) impro'vement of roads 
(vni) construction of drainage sewora 

(ix) construction of hospitals and free clinics 

(x) supply of pure drinking irater 

(xi) grants to village libraries and recreation halls through 
regional committees 

and the like In India there are roughly 700 000 villages so tl at if 
the loan of Rs 700 crores is distributed among them every group of 
10 villages ivould get approiimaJely Rs 1 00 000 for capita! expendi 
ture The necessity of tho re grouping of the villages has already been 
indicated With one lakh of rupees as the initial capital it ivould 
be possible to transform the 'whole of rural India provided the funds 
are properly spent and an escossivo proportion of the money is not 
exhausted in meeting establishment charges or travelling or halting 
allowances The proposalmayseemaliUle unorthodox but unorthodox 
methods are required when the problem is so %ast as that of the 
economic planning for India 



CHAPTEEXMI ' ' 

INDUSTBIAL PLANNING— IIS SCOPE 
AND IDEOLOGY 


§ 1 

INDI.«TnL\L BACtWARDNES" OF INPIA 

The problem of indu’stmhzing ladu and ^till inoro the problem 
of dome It on a ell thoacht owt pi vn ii particularly difBciilt for 
a country ot the mzo mil of the coropka interests of India The 
number of per oit^ emplojerl in orpantzed industries in this, countrj 
comes up to a little oter one pei cent of the totvl Tiorkmg population 
In the year 1930 the total number of factories subject to the Factory 
Act iras onlj 8 14d of which 4 40S nere seasonal factories Amongst 
the British Indian provinces Bombay accounted for the largest 
number of factories namely 1 l> 43 while Bengal came second with 
1 471 and Madras a close third with 1 470 factories 


Tea* 

1922 5 026 

1923 5973 

1921 6 106 

1925 

ir’b 7 251 

1927 7 515 

1923 7 863 

1229 8 129 

1930 8143 

1931 8 143 


NtiTtiher of a%prnf;fi 
haad-- employed 

1361 002 
1 409 173 
1 155 592 
1497 153 
1 318 391 
1 533 K2 
1520 315 
! 553 169 
1 523 302 
1 43: 437 


TABLE 

ll ofFiflo Id d ri 

Number ol 
Factories 
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l6 wiJl be found from fho abo'vo table that not only is the number 
of factories in India toofe'wto servo the needs of this tast country 
but the rate of progress has been remarkably slow If however 
wo take 1928 as the base year (=100) we find that the 
industrial production of India increased by a percentage greater 
than the world percentsgc during: tho years 3928 to 193G The 
follow ing table gives the comparative figures for some of the ira 
portdnt countries — 

TABLE* 


Ind si 1 

1 r (mJ cUon in 

1 1036 (i<)‘>s-ionj 


TJ orl 1 Total 

7iS 

Norway 

126 

Great Brita n 

V2A 

Folaud 

72 

Germanj 

108 

Hungary 

131 

rrarrce 

78 

USA 

93 

Italy 

100 (1935) 

Japan 

162 

Austria 

82 

Canada 

97 

Sweden 

154 

Bnt sb Ind a 

133 


The figures suggest that during the years 1928 to 1936 the mdustnal 
produotion in India has increased faster than world production 
However though progress has been rapid m the comparstiv e sense 
it IS quite evident that considered in tho absolute sense India is yet 
far from satisfying tho full requiremente of her mdustnal life 
Another thing to note is that of the total number of Indian factories 
more than half are seasonal establi shments 

The same conclusion is arrived at if we refer to the number of 
joint stock companies operating in Indio In 1931 32 the total number 
of joint stock companies working m India was 7>997 with a total 
paid up capital of Rs 286 crores By 1932 33 the number of companies 
had risen to 8 716 but the total paid up capital had increased only by a 
V ery slight amount so that tho averago paid up capital of each com- 
pany had fallen from Es 36)akbs toEs 33Hkhs Two significant 
facts stand out from these figures One is that “nice 1921 2o though 
the number of joint stock companies ha's steadily increased from 
6201 to 8 716 the average paid up capital has steadily diminished 
-from 6 6 lakhs to 3 3 lakhs The following table which gives tho 
total number of Joint Stock Companies registered m India and at 
work during the decade 1923 24 to 1932 33 may bo regarded as an 
indes of business enterprise in India 

T! e Indian Economist August 2 1937 p 612 * 
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TABLE 

Coinp'^nies resistered in 
Biitiah luJia 


\eii No 

1923 24 -I 820 

1924 25 4 822 

1Q25 26 4 926 

1926 27 5 156 

1927 28 5 383 

1928 29 5 795 

1929 30 6 31.3 

1930-31 6675 

1931 32 7 (»2 

1932 33 7 544 


C^pitaf 

(In crores of Ss) 
255 
267 
263 
267 
267 
269 
275 
271 
274 
274 


Compan ps lep stered 
Indnti States 

P\id 11 

No Capita 

(In crcjes 


;r 

of Us ) 


391 11 

382 9 

379 9 

370 10 

442 10 

535 10 

606 11 

653 11 

905 12 

1 175 32 


It tvill be seen from the above table that thoiigb iluring tUe decade 
tho number ot Joint Stock Companies increa'cd bj about 60 
por cent m the case of British India and bj 800 per cent m tho 
case of the Indiin State* the paid up capitil per companj 
declined considerabloi lo cither case Tins clcailj indicates a 
tendency towards a rapid decline ni the Mre of tho biinne*? 
unit In this significant fact is to be found tl o ehio to the 
imderstandiQg of the indnstnal problems of India In contrast 
with these figures it may bo mentioned that during the aimo 
decade tho number of Joint Stock Companies registered elsewhere 
than m India but working m British India increased from 722 
to ^7 and their paid up capital also increased from £o78 millions to 
£820 milliona thus showing that tho average paid up capital 
per company increased from about £800000 to about £1 000 000 during 
the decade 


A cognate fact to note is the large number of company 
failures in India Since 1924 25 the total capital repreveiited bj 
the companies that ceased operation amounted to a little over Es 69 
croros 


The measure of progress aclueaed bj the difi'erent piovmces 
has not of course been equal Of tho British Indian prouncps 
Bombay leads with 1641 factories Bengal comes second uith 
1 471 factories and Madras comes a close third with 1470 fantones 
Of the other provinces CP and Berar account foi 734 factories 
Assam 622 the Punjab 606 U P 424 Bihar A Orissa 280 and 
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N "W F P 26 factorie*? Bengal leads in the number of perennial 
factories -with 1,065 factones while Bombay comes second with 794 
In Assam on account of the plantations there are only 45 perennial 
factories as compared to 577 seasonal factories In C P and Berar 
also, the seasonal factories (632) preponderate oyer the perennial 
factories (102) 

These facts carry a lesson In the first place, the figures as stated 
above reveal the inadequacy of in dus trial d evelopment in the country 
Secondly they re\eal that proper guidance is wanting~for many of 
those who have been enterpn-'ing enough to start industries Thirdly, 
it IS c\ident that without such guidance the rate of growth of 
industries m India AS likely to be very slow All these argue the 
immediate necessitj of initiating a comprehensive plan of mdiistnal 
de\elopment 


§ 2 

TSir FOmVARD MO\'E 

The necessity is further borne out by the fact that rapid 
industrialization alone can help India to hold her own against 
the highly industrialized i ountnes like Europe America and Japan 
It IS the oommerejal spirit ahich makes a country nch and powerful 
Manufacturing or industrial enterprise promotes that spirit India 
has been wedded to an exclusively agricultural economy for more 
than half a century now with little opportunities for cultivating the 
industrial arts 

It IS not necessary to go into the histor y of th^ circumsta nces 
which have reduced the position of India from a country exporting 
manufactured goods to a country importing manufactured goods and 
which have been responsible for the slow growth of Indian industries 
But a study of the economic history of India during the 18th and 
19th centuries will reveal the fact that the main cause of India’s 
backwardness lay in the policy followed by the British (xovernoicnt 
and their agents m India towards the Indian industries "Not only 
were British statesmen content to encompass the ruin of the Indian 
industnes but they actually took pnde m that fact Thus, Sir John 
Strachey, Finance Member of the Government of India uttered the 
following words in course of his Financial Statement on the 16th 
March 1877 
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TTe are often told that it is the dnty of the Goremment of India 
to thmi of Indian intereats alone and that if the interests of Jlanche^ster 
safFer it la no affair of oim For my part I utterl> repudiate such 
doctrines 1 hsTO not ceased to he an XngLshman beeauso I hare passed 
the greater part of my Lfe m India and have become a member of the 
Indian Goremment. The interests of ilancheater at which foolish people 
sneer are the intcrcsta not only of the great intelligent population engaged 
directly m the trade in cotton bnt of millions of Engliihmen. I am not 
a.hamed to say that there is no higher dnty in my estimation 

than that which 1 owe to ar own country I bcliere that our countrymen 
at home have a real and rerj senons gnevanee and that it i» no imag nary 
injury againat which they compiam 

One IS tempted to compare tnth this exhibition of an Englishman’s 
=ense of dnty to his own country at the expense of India who^e •'alt 
he had been eating tie following bold declaration by Sir Alexander 
Galt of tho fiscal policy of Canada ui 16o9 a declaration that was 
made tn spito of the opposition of the Colonial Office and the protests 
of tho British Chambers of Commerce 

Self-CrOTenuneat would be mterly annihilated if the news of the 
Impenal GoTenunent were to be preferred to those o! the people of Canada. 
It la therefore the duty of the present Gorerement distinetly to nSmi the 
right of the Canadian Legiilature to adjost the taxabon of the people is the 
way they deem best -even if it shonld happen to meet with the disapproyal 

of the Imperial ilmistry 

It 13 this policy of actiT© opposition on the part of the British 
administrators during the most important psnod of Bntish Indian 
history which supplies the key to the anderstanding of tho subseijnent 
ecouomio history of India The spirit of opposition is even now felt, 
thoagh not in the blatant and prononneed form in which Sir John 
Strachey had expressed himself by Indian mdustnahsts and others 
who want the govemment of the conntry to adopt a vigorous and 
forward policy of mdu-stnal development Since however, the adop- 
tion by the Govemment of India of a pobey of discriminating 
protection a considerable impetns has been given to the mdnstnal 
development of the country though here again a number of recent 
fiscal measures suggest that the polity laid down by the Indian Pisoal 
Commission (1921) is being slowly revised in favour of a system of 
tariff reciprocity with the United Eangdom regardless of the 
opinion of the Indian Iiegislature All these argue not only a rapid 
mdustndlization of the country but the necessity of the formulation 
of a national economic pobey with regard to the «ame When once 
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this IS realised the case for the industrial planning of India will bo 
complete 

As it IS our dependence on forai^ conntnes IS yet a matter of 
concern for a great part of it should undoubtedly bo replaceable by 
Indian manufactures The following table will explain the position 

TABLE 

Total Imports tnto India 
Country 1936-37 

Ra 

United Kingdom 48 06 66 516 

Other Empire Countries 13 60 31 269 

Total Empire Countries 61 66 97 785 95 03 48 050 

Eoreign Countries 63 5707640 78 4175 634 

Orand Total tor all Countries 125 24 05 425 173 45 23 684 

It is well known that by far tho largest proportion of the value of 

India’s imports is contnbuted by manufactured or eemi manufactured 
goods Some of the items that we now import are not at present 
manufactured in India Others are not manufactured in sufficient 
quantities A point inviting immediate attention the fact that we 
are even now importing _many articles of common use which could he 
produced m_quantitiea sufficient to meet the full requirements of 
India The developmeDb~of Ihe sugar industry has been a pointer to 
this fact The following are some of the other articles m respect of 
which India has every reason to be self sufficient 
TABLE 

(Imports xn Ruptts) 

1937 38 Pre 11 ftr Average 

Electrical goods 34675000 7027000 

IVooUea goods 3^30107000 3 OB 37 000 

Glass and glassware 1 51 88 000 1 61 92 000 

Toilet Requisites 67 85 000 20 48 000 

Hosery 29 04000 92 86000 

Umbrella and fittings 2806000 4195000 

Soap 24 46 000 6187 000 

Matches 20 44000 8821000 

It is not necessary to burden this section with any more 
statistics to prove what is already a patent fact namely that India 
stands badly in need of a comprehensive policy of industnal 


1937 33 
Rs 

51 82 36251 
43,21 11 799 
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development Itis.howeveri desiraWe m this connection to point to two 
relevant factors which are often lost sight of One i? that it would 
be more harmful than beneficial to India ha\inc regard to the 
requirements of her agriculture and commerce, to strive for the 
goal of complete economic self sufficiency to be achieved regardless 
of cost In Chapter II, I have" endeavoured to explain that a 
planned economy does not necessarily mean an end of the competi- 
tive system involving an end of international trade It means on the 
contrary, rationalization of competition The world is moving 
towards a system of complementary productujn Trade agreements 
reflect the now economic neee^aitj It cannot be to the lasting 
interests of the masses to buy goods at a permanantly high price 
in a protected market when they could have Mtnilar goods at a 
cheaper price Indian factones m short should concentrate only on 
those lines of production for which they ha\o got the necessary 
equipment in the shape of raw materials labour, power resources 
and a stable market Secondly, India should also try to develop 
the heavy ohemioal industries and such key-mdustnes as iron and 
steel, shipping, coal, elcctncitj. etc —industries that are valuable 
because of their power to nourish othor indnstncs Thirdly, attention 
should be directed to such industnea as have military or 
stratogio value Motor transport, aeroplanes, mechinenes, elcotncal 
goods and tho like belong to this description Fourthly, we 
should actively encourage the small producer who is suoh a 
necessary complement to the existing agricultural economy of the 
country and who contributes an element of stability and accunty to tho 
political system of the country Finally, wo should take care 
that the food resources of the country are properly developed 
in order that at least in this one respect India may continue 
to be independent of foreign countries These are the requirements 
of the industrial plan which should guide the future development of 
Indian industries 

§ 3 

NECCseiTT OF A BCRVEY 

The first desideratum of an industnal plan is a full survey of 
the industrial possibilities of the country Several prowic^have 
already undertaken the task In a year’s time these surveys are 
expected to be completed It is not the intention of the present 
‘IS 
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chapter to anticipate the results of such surveys A few governing 
pnnciples may, however, be indicated A rough survey of the 
existing distributio n^ of industri es will reveal the fact that most of 
the industries of India are concentrated in a few industnal centres, 
namely Bombay, Calcutta with the districts adjoining it, Ahmedabad, 
Cawnpore, Jamshedpur, Madras and till recently Rangoon—these 
areas almost exhaust the list of indnstnal centres in the country 
To a certain extent localiza^n of industries cannot be avoided 
and IS perhaps advanta^CoM to the country as a whole The 
conditions for the development of & tQanufactunng industry are 
largely of a geographical nature, and such development depends 
mostly on the existence of advantageous economic ‘ relations’ with 
such cogn&te factors as transport, labour, capital and natural 
resources • It is evident, therefore, that any attempt to ‘ delocalize’ 
the industries is attended with grave nsta unless such delocalization 
results actually in an improvement of the existing economic and 
geographical relations It is of coarse necessary to satisfy oneself 
whether the existing location of the Indian mdustnes meets the require- 
menta of such industries Thus for instance, a number of new 
industries have been developing as a result of the policy of protection 
and it IS essential to find out whether they are suitably located with 
reference to primary geographical and economic factors Ip, 
protecting the industries the Government of India have assumed a 
responsibility, however indirect, for the development of those 
mdustnes in the most economical and productive manner and for safe- 
guarding the interests of the consumer vis a vis those mdustnes 
The following remarks made by Professor G C Allen apply as much 
to Indian conditions as to Bntish circniastanoes — 

Certain general inflaences exert tb^maelTes to produce from time 
to time definite trends in localization , but the selection of the actual sites 
for industry in the past has been largely haphazard Specious arguments 
have been advanced to explain how trades have come to be located in the 


* Natural resources are macb more importent for the production of goods 
of the first order, eg, wheat tea timber and coal than for the later stages of 
production Paper and wheat floor may be manufactured almost anywhere 
and the location depends entirely upon the econonuca of transport costs. Cotton 
spinning is favourably affected by a moist climate , but if additional expenses 
may be incurred, it is possible to provide moisture in a diy climate Locabzation 
of industry depends upon the distance relationa of all places with reference 
to natural resources and consumers markets and the transportability of 
various goods P S Z,olranatIian Industrial OrgamtaUon in India (1935) 
p 55 



nOUSTBlAL PLAKMNG 


219 


areas m whict find tKem bot i{ oaa tries to relate tbese general 
explanations to the history ol the pioneer fiims m the different mdiT’tne. 
one IS left with a feeling of intense scepticism Frequentli alndeUa^ 
teen localized in one area rather ux another through chance or thiot gh 
temporary advantages attaching to & particular site Sach detelopments 
may have been inentable in the past bot now a days when new concerns 
are nsnally launched on a great scale a long mcw is surely necessary 
m determining their localization and some form of pntlie control is 
certainly regnired It is not generally recognised how wasteful m 
the ntilizatiOD of labour IS the present anco-ordinated method of choosing 
Bites • 

Thus m India which is a country of ra*«t distances and difficolc 
coniinunicationsj good transport relations consLitulo an important 
factor of the location of an mdostry Moreover it is also obvious that 
on account of the same factor most of the mdostnes m India are more 
likely to hare limited regional markets than all India markets In 
some cases the relative costs of transporting raw matenals and fuel 
determme the locatioo of an industry In some cases economic 
factors may also preponderate over the influences of the geographical 
factor and produce a distinct tendency towards delocabzation or 
deglomeration’ The Auestion of wages the incidence of prorincial 
taxation rates of freight— these may yery well lead to a transference 
of industries from one part of the country to another Similarly, a 
particular agnoultural pobey followed m one province may have 
undesirable repercussions upon industries which may have to depend 
upon such agncultural produce by placing restnctions of an economic 
nature on the development such lodustnes Thus the pobey which 
13 being followed jointly by the Governments of the United 
Provinces and Bihar may have interesting reactions, on the sugar 
industry of the other provinces It is evident that in all these as in 
other matters there IS want of systematic thinking The industnal 
situation as a result is fraught with inherent contradictions not 
only on account of the haphazard and accidental development of 
many of the Indian mdustnes in the past but also on account of the 
contradictory pobcies followed by the different provincial govern 
ments with regard to the agricultural industries A survey of 
mdnstnal conditions m India will throw a land bght on the evils 
that are implicit m the existing system 

‘See article oa Labour Transference and Dnemplorment Prublem’ . 
Etonomie Jcnimal Jnne isno ’ 
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Coupled with the evils of faulty localization, there are the evils 
due to the fact that India depends much too exclusively on a limited 
number of industries.* Excessive specializatiou and dependence^n 
a few industries are attended with serious risks, as has been fully 
brought out by the misery experienced by Bombay during the 
depression The same has been the case with Lancashire Considera 
tions of a war»tim6 economy also suggest an immediate diversification 
of Indian industries It is therefore, necessary that the 
survey should not only deal with the existing industrial condi* 
tions but also with the possibilities of industnal development in 
various directions 

Finally, the su rvey should inclu de not only what are commonly 

known as the organized industries ^but^also the medium sized, 

small and cottage in dustr ies Statistics relating to small industries 
are very inadequate in our country Tho importance of such 
industries cannot he exaggerated in the existing conditions of India 
It has already been indicated (§ 1) that as compared to a million and 
a half labourers engaged m organized industries, over 13 million 
workers are engaged m other industries which are net covered or 
protected by the stringent conditions of factory laws Due to the 
existing difficulties about industrial finance it will be reasonable to 
assume that the future industrial development of India will mostly 
he in the direction of small industries Moreover, the small industries 
particularly those which are carried on m the cottages either as 
principal occupations or as occupations subsidiary to agnculturc are 
admirably suited to the gonius of India In the chapter on Vdlage 
Industries Association, a way of approach for dealing with these 
industries has been dealt with Not only in the villages but also 
in the towns small-scale industries give employment to a large 
number of workers In the towns, such industries os rice and flour 
mills glass works brass and boll-metal industries and the like 
support a large number of workers, while in the rural areas, such 
industries as gur making, rice pounding and husking, cotton ginning, 
flour grinding toy making, carpet weaving, basket making and 
various other similar industries are earned on as occupations subsi- 
diary to agriculture The total wealth produced by these workers 

*Dimng 1901 to 1913 the total new investment mjomt-stock companies m 
India was about Bs 40 crores— more than that of the preceding 40 tears 
Industries suchas cotton ]ute coal, tea oil and hanking contributed nearly ns SO 
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IS not inconsideratle, but tbe real significance that atiaches to thc’e 
occupations is that they enable to convert the idle houre of the 
agriculturists and workers, who would otherwise be unemployed, into 
useful "^wealth It is no doubt truo that these workers do not at 
present enjoy a high degree of productivity , that the output per 
worker IS comparatirely small . that the quality of the products al«o 
suffers by comparison, that the methods are primitive and the 
markets poor, limited and elementary . and that there is no orgamza- 
tion to inspire them with new ideas or educate them into modem 
mdustnal and commercial technique . but all the«o will have to be 
tackled by the pl anning authonty 

An ladostnal plan finally, will obviously have to look ahead 
and not be satisfied with the limitations set by Iho existing conditions 
It has already been noticed that tho development of Indian mdustnes 
should mciodo the heavy as well as the key ladustnes, and if 
capital for these industries is lacking that should be no excuse 
for giving up the plan os a bad job but on the ( ontrary should 
stimulate the framers of the plan to discover ways and means how 
the difficulties can be removed In the next chapter the caeo of 
the organised mdustnes will be discussed 

§ 4 

TEE SfflLOsOPHV OP i^PCSTRlAUZATIOS 

Before, however, this chapter is concluded and the details of 
the plan are discussed m the next chapter, a digression may be 
allowed for the purpose ofibscossingau aspect of the problem which 
has been raised ui an acute form by such thinkers as Dr Babmdranath 
Tagore and Mahatma Gaucihi I refer to what Dr Meghnad Saha calls 
‘ the Philosophy of ludustrializatiDu’ The machme is often regarded as 
a monster which sucks the blood ont of uulbons of workmen and render 
them into lifeless automatons The dirt and squalor of factory life is 
placed m contrast Tnth the luxuiious living uf the industrial magnates 
to lend strength to the argument against the development of large- 
scale industries The “exploitation” of labour by capital is put 
forward as a convenient slogan to typify the new attitude To be 
fair, one must admit that these thinkers are not against the accumu- 
lation of wealth as such what they are up agamst is the concentration 
of wealth la the hands of the few which leads to the general 
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impoverigtinent of the la&s^es of the people The watchword of 
efficiency, the dead monotony of routine, the tyranny of competition, 
the mechanization of human i’eJatioDships~”all these sum up the mam 
points of the tirade against the modern factory system Any one 
who has read Dr Itabindranath’s * fied Oleanders” will hardly 
fail to be impressed with the fact that m dealing with the factory 
system he is up against a souI-Iess monster who is nothing short of 
a menace to the spiritual developmont of man and unless the Man 
IS rescued out of the bondage of his own creation and of the 
tentacles of lifeless and life-killing steel there is no hope for him in 
the expansive world of Truth, Beauty and Humanity And Dr Tagor^ 
IS not alone in thinking so 

It IS perhaps necessary to break the hypnotism generated by 
the soft lullabies of a philosophy of inaction before national effort 
can bo enlisted in the gigantic task of indiwtrial planning In other 
words, as Dr Saha has described it, a Philosophy of Action for 
National Reconstruction is called for to infuse confidence in hearts 
t that are assailed by doubts and scepticism The philosophy of action 
which Dr Saha has propounded depends on the fact that both rural 
\ reconstruct ion including the improvemen^Lagriculture and indus 
\trial d^elopment recL Uir'e^e a id'^ science a nd technical skill They 
’require, in addUioiT a considerabl^dfminunon of the present pressure 
on agriculture We make no apology for quoting the relevant 
extracts from Dr Saha’s excellent paper contributed to the Modem 
Revieio on this subject* — 

‘ There is a widespread desire for improving the lot ot the peasants 
and to raise the general, standard of living But bow can this be achieved? 
Not by an exodus of the townsmen to the viUi^bs as advocated by certain 
persons distracted by middle class unemployment for that will merely 
increase the pressure on the over congested rural area and multiply misery 
Greater efficiency in agncnltnral methods which is certainly desirable 
may give us more and cheaper food and other necessities of life obtained 
from agriculture cotton) but ifc can cover touch even the fringe of 

the problem of poverty and unemployment For greater efficiency amounts 
to the fact that the same production m agriculture can be effected by hall 
the present number At present the propertioa of food ra'sers of 66 p c 
They produce food materials and other products by the most primitive 
methods If improved scientific methods are adopted larger amounts 
more than sufficient for the whole nation can be produced by 30 p c of 

"Modern Hevtea July, 1938 
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the popnlation This mil Tender about 3B p e , of the peasant population 
nnemplorei This added to the alreadj exiatnjg middle class onemploy 
tneut, will aaie matters woi^e * 

'If tve acalvse the mdespiead public sentiment for better living, 
what do we find ’ Everybody of course wants hi3 food supply to be 
lasuied, bnt this is the least part of his demanijs wants to be better 
clothed and better honied wants to get a better ed(jjjition for Limself and his 
family more rest from work, lieedom from dradjt^ry md greater enjoTment 
of Lfe Anab sios this sentiment wo find that if the»e needs ate to be 
satisfied the quantity of indastnal piodocts has to be inctrased ten to twenty 
time. Its present level all these works havfl to bq organised, and a large 
proportion of the village population is to be diverted from the task of food 
riising to mduairul work In fact the only traj to improTO the Tillages 
13 by draitiag moro villagers into ciues and by Cfeatmg a larger number of 
cities based on mdiistnsl work ’ 

Di Saha pumts out that the techuique used by the most 
sJ Jiu* ivi'ient ttmfS ts-sa con:p}er 

that It tvould bo rery ttron? to classify U as the contmuation of 
the priTnitiTO Iron Age culture ‘ It constitateg”. he adds, ‘'entirely 
a new phase in culture, distinguished not Ohly bj a netr system of 
industrial production but also by ft new philosophy of human life” 
Human activity in the present age springs from the conviction 
that by tho application of science we cftij attain to r much 
better standard of living and in general to a much better world 
Dr Saha illustrate# this by mean® of the follti^nag concrete calcula- 
tioa j ( )V‘ ^ 

^ In the western countries which have t^en to the neo-techmuDe 
metheds calculations show that nearly 1,S00 imits of work are required 

per head m the year for prodnemgaD the necessitjcj of life Bat if produc- 
tion of work depend mainly apou bnman and animal power, as mthe 
paleo-technic conntne# then we could not get more than 90 imits The 
modem neo-teebnic mao, therefore, reqoirce 20 nmee more power than the 
paleo-teehmc man In the adTanced coontnea tJuj is provided ly 

bamesaing the forces of Nature by th® use of coal_ oil and water-power To 
Use figurative langnage-tbo 'Vyeatemer has, ij the hamesaing of the 
forces of Nature, got 20 slaves constantly workt^g for him, while countnea 
still accustomed to older methods have to depend upon human and 
animal labonr which on the average, is merely equal to the labonr of one 
slave ’ 


•We have abeadv quoted the case of Anstraha wjiere the rural population 
consisting of about 30 per cent of the total popujanon not onlv produces a 
suUicient quantity of food forth© whole country but h^sm addition a oorisiderable 
esportable surplus See page 94 g t 
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The achievements of the neo technique man are well exemplified 
m the progress of the Western nations Even Japan has ravolu 
tionized her ancient life by there modelling of her small and cottage 
industries This has been done as Dr Saha reminds by institnting 
a cheap supply of electrical power which enables the Japanese 
■worher to work in hia cottage with up to date machinery He is also 
assisted by the State in the matter of research supply of raw 
materials marketing of finished products etc Wo have already 
seen what help the Japanese Government allows to the fishery 
industry of Japan The Japanese weaver again does not work with 
tho handloom or the chariha but uses the Toyada loom which is 
driven by electricity It is no wonder that his industrial output is 
ten to twelve times larger than that of the Indian workmen Thus 
the Indian system if it cannot adopt immediately tho technique of 
the West can certainly turn to Japan for inspiration for it la 
estimated that more thau half of Japan s ladustnal production comes 
irom the cottages 

2Jq apology is therefore needed for laying down the dictum 
that in the development of lodustries lies t he real welfare of I ndia A 
fully developed industrial India will bnng'pfoTperity nS only to 
the industrial and commercial classes but also tq^the rural 
i population In fact it is the most important condition for 
the improvement of the general standard of Imng of the country as a 
whole 
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§ 1 

ESTRODDCTOR^ 

A national economic policy should embrace not onlj thebi^ 
mdnstnes hut the smallermdnstnes as i^ell This is particularly true 
of India which like Japan has a large number of cottage and small 
indostnes dotted all over the country gimng employment to millions 
working along traditional Imcs but always unorganized uninformed 
under-capitalized and generally slow to take up improvements and 
new ideas and otherwise unablo to faco the competition of the highly 
indoatnol countries of the West For obvioas reasons it is not 
possible to adopt a radical policy that will immediately wholh 
supplant these cottage industries by large-soale or collectivist 
organizations The chief aim of industnalization m India should 
rather ho to provido for a rapid development of tho organized 
industries and at the same lime to seeuxo a proper co-ordination of 
these industries with tho cottage ladostnes that even now feed 
millions of our labourers It may be repeated that as compared to a 
million and a half engaged in organized industries over 13 million 
persons ere engaged m other industries which aro not covered or 
protected by the stnngout conditions of factory laws That does not, 
of course, mean that India has been doing nothmg in the matter 
of starting largc-scalo industries 

A considerable measoio of progress has been achieved m recent 
years In 1913-14 the total production of cotton piecegoods m 
Indian mills was 1.164,300.000 yards In 1933-34 it was 2 945,000 000 
yards, the increase being 153 per cent m 20 years If we took the 
1928 level of production as 100 the index of production m the cotton 
mills of India cose to 141 in October The output of steel during 

29 
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tho same period rose to 176 The index of industnalization is evident 
also from the fact that during the 16 years 1913-14 to 1928-29 India’s 

;inports of iron and steel goods increased from 1,018,200 tons to 
1,109,900 tons The pre-War average of imports of the instruments 
of production such as machinery, millwork, etc , was valued at 
Es 6,61,14 000 which in 1928-29 rose to Rs 18,36 04 000 A useful 
index of the industrialization of a country till recently was the 
export of manufactures Though the present restnctions on inter- 
national trade have made this test practically valueless, the following 
figures will prove interesting as they refer to the pre-depression 
period In 1913-14 the export of manufactures from India constituted 
23 per cent of her total exports In 1928-29 it rose to 27 per cent 
it 13 significant that the depression did not very much disturb this 
percentage One important result of the policy of industnalization 
has been the practical elimination of the imports of Java sugar by 
the production of the Indian mills These figures are no 
doubt heartening in. so far as they establish the fact that India 
has been progressing m her industrial career But the pace of 
the progress and quantum of tho progress achieved hare been 
relatively too small to justify any spirit of complacence with the 
existing affairs 


§2 

THE OtmsnOK OF AM OPXJYDli UNIT 
That the industries of India require a rapid pace of develop- 
ment IS now established But before a policy of rapid development 
IS initiated, there should be a thorough grasp of the factors that must 
be taken account of m determining the progress of Indian industries 
Some of these factors may now be considered 

In the first place the/optimum siz e gH the industries should be 
settled This is a very difficult task because of the many circumstances 
that influence the size of an industrial unit * The working of some of 
the industries which have already had a fairly long life in the countiy 
reveals certain results which may form the basis of the cafcufation of 
•n hat should be optimum size of the industry concerned Dr Loka- 
iiathan has made certain caloulshons m this regard He has pointed 

•See P S Lokanathan bduatnal Organitation tn India (1K)5) 
Chapter 3 
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out that any indisenmmata application of foreign standardu nould 
not be of much assistance to India The representative spumuig 
mill in England for example was considered in 1911 to be of the size 
of 100000 spindles whereas about a third of the total number of 
spinning mills m India belonged to a class having a range of 
10000 to 20000 spindles and a large majority of the total mimboi 
were those having 50 000 or less number of spindles This was 
about 30 years ago when the Indian cotton null mdustrj was 
essentially a spinning industry Since then the Indian mills have 
taken to weaving and the mills domg spinning only are not of 
very great importance The Bombay Millowners A.5SOciation in 
the statement to the Tanflf Board expressed the opinion that a mill 
with at least so OOO spindles and lOOO looms was the minimum size 
required to ensure the cheapest cost of production On the other 
hand the Ahtncdabad Mdlownera Association expressed tho opinion 
that a mill with 25000 spindles and 600 looms would bo ooiiduoiie 
to efBcienb economic working According to the estimate of the 
Bombay Association 158 out of 277 mills would have fallen below the 
miaimum and according bo the standard of the Ahmedabad Associa 
tion 127 mills out of 277 would still be bolow the standard After 
a careful calculation of all the facts Dr Lokanathan comes to the 
conclusion that mills having spindles below 80000 and above 
75 000 do not do as well as those within these limits * In other 
words mills which are either too small or too large are not capable 
of showing a maximum efficiency though there are of course 
exreptiona to this rule Dr Lokanathan has also come to the 
conclusion that size has been a distinct factor in efficiency He 
has quoted facts to show that tho larger Bombay units are perhaps 
more economical in working than the smaller Ahmedabad units and 
that neither the labour troubles of the Bombay mills lu recent years 
nor the comparative prosperity of tho Ahmedabad mills are to bo 
ascribed to the larger size of tho Bombay units or to the smallness of 
‘he Ahmedabad umts There are factors which in Bombay neutralize 
tho advantages of size and in Ahmedabad minimise the 
disadvantages of size From this Dr Lokanothan arrives at a 
certain relation between what ho calls the managerial optimum and 
the technical optimum Whero the managenol optimum is bigger 


‘Loltanathan Jndtu^rKri OnTonKafioK (1935), p 99 
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than the technical optimum Uieco will be no difficulty in expanding 
a busines" unit, for what it requires is only a duplication of plants 
Where, however, the teohnicsl optimum is higher than the 
managerial optimum the former has got to adjust this to lower level 
viz. that set by the managerial optimum, because otherwise these 
economies will result and cost will increase "* The organization of 
Indian industries, therefore must not only take note of the size and 
the technical equipment of the industrial unit but also the efficiency 
of the management 

Similarly, Dr Lokanathan'a study of the jute mill industry 
leads him to believe that the optimum size is represented by the 
mills having over BOO but less than 1500 boms He shows that the 
biggest mills do not show the highest profits and indeed the two 
biggest concerns having 1,952 looms and 1,744 looms respectively 
show the least average rate of profit The majority of the Andrew 
Yule mills arc of the size of 600-1000 looms, the reason being that 
the late Sir David Yule was a believer in starting in a small way 
and held that from the purely technical production point of views 
mill having 600-1000 looms was a reasonable size, and that 8 or 4 
mills situated close to one another and having similar equipment and 
plant and buying raw material from a central office m the managing 
agency firm would be a check on one another in regard to cost The 
economy of management and supervision of central buying and 
selling and of finance is secured by the system of several mills bemg 
managed by one agency firm 

With regard to the^coal industry same author finds that the 
average coal unit producing secona class coal is distinctly smaller 
than that producing first class coal The smallness of the colliery 
units prevents economic working and makes the utilization of electnc 
power difficult This points to the necessity of promoting amalgams 
tion of the smaller units if they are to work at a profit Incidentally 
it might be mentioned that the average output of coal per worker in 

British India (1928) was 131 tons as compared to 707 in the U S A 
(1927) and 444 in South Africa and Khodesia The wasteful methods 
of mining followed m India aggravate the position still farther 
The Coalfields Committee (1920) estimated that the quantity of 
coal destroyed or lost by present methods to be one-third of the total 
*Jbid p 101 
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coal raised So far as the size is concerned U mubt horve\cr be noted 
that in the coal mining indastry it is not merelj the sire but the 
quality of the coal that is raided and the le\el at vhich the coal is 
worked that are equallj important factors Generallj speaking 
the larger ones m each class of colliery ha>e a better siinnal %alue 
than the smaller ones 

On the question of J jie itot and steel indiistn9 the Balfour 
CommitteB on Industry and Trade have calculated that a modem steel 
plant must h?i a minimum capacity of 300 000 tons of finished steel 
annually if is to wurk economically The Tata Iron and Steel 
^Yo^ks at Jamshedpur has an annual capacity of 6()00lX) tons of 
finished steel The Tanflf Board (1924) thought that xnth an annual 
output of 400000 tons the firm would be in a position to secure the 
lowest aierage cost per ton In fact Dr Lokanathan is cntical of 
the waste that a large plant involves if It IS not worked sufBoientlj 
Thus the Tata "Works actoally has an output that has not eypeeded 
400.000 tons and he quotes another wnter for the view that the most 
efficient method of producing a small qoantitv of steel is to produce 
it in a small furnace and not in a underworked or oierstafFcd largo 
furnace • 


This kind of waste IS also apparent in the! __ 

A large number of cement factories hai e recently” been established 
in India with the result that the maximum productive capacity is at 
present estimated to be far in excess of the present needs of the in 
iliistry with the result that many of them have to be content with 
turning ont only a fraction of their maximum output The location of 
a cement factory is an important factor provided however a factory 
IS located properly and is worked property with an up to date plant 
so that even a single kiln factory producing 150 to 200 tons a day and 
having a capacity of about 50 to 60 thousand tons per annum might 
be capable of economical working Dr Lokanathan has estimated 
ihal 1.0 TO per ceift oi ibte capAa^ cost of a cement laetovy is 
incurred on machinery and plant and for this reason the average 
Indian firm is at a great disadvantage compared with the British firm 
which have an advantage of nearly ^ per cent in capital cost He 
has calculated that the capital cost of a good cement factory with a 


DAG Eobinson ^ruKturt. of CotaptliUt* Indanlr j p 9o 
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capacity of 60 000 tons comea to about Es 64 lakhs thus showing 
that it is an industry which requires a large amount of capital 

The sugar indu stry is another industry that has come into 
prominence m recent jears Its growth has indeed been remarkable 
In the year 1931-32 the total number of cane factones working 
in India was 33_o pl^ with a total production of lo8 581 tons In 
1936-97 the number of factories increased to 137 an d the output to 
1111400 tons During the same penod'th'e Import of sugar 
into British India dropped from 4^ 797 tons to 11 960 tons only 
The Tariff Board on the sugar indostry was of the opinion that for 
the running of an economic factory the scale of output must bo about 
4000 tons of white sugar crushing about 60000 tons of cane per 
season of 100 days A crushing capacity of 500 tons of cane daily 
was considered to be a proper standanj Dr Lokanathan thinks that 
the majority of the sugar factones hare since been planned on proper 
lines But the factories are subject to two important limitations 
nameU the ability to get good sugarcane and the cost of transport 
That the limitation as regards the cane crop may have been 
exaggerated is suggested by the fact that only about 16 per cent 
of the total oane crop is crashed by factories all over India though in 
Bihar which has seen the largest development of the sugar industry 
no less than 49 per cent of the cane crop is crushed by the factory* A 
doubt may however be expressed as to whether the sugar industry 
has really been organized on the most economical lines whether 
indeed its prosperity has been solely due to a generous measure of 
protection Even now the sugar industry compares very unfavourably 
with the Java industry in all important respects It is well known 
that the largest part of the cost of manufacture of sugar consists of 
the cost of the raw material The real well being of the industry 
depends therefore on the supply of good cane at a cheap cost The 
present yield of cane crop per acre is only ^lb tons in India as 
compared t o 65 ton s in Java The latest figures (1939) of the import 
nf Java auigar juto India Rhonld cause anxiety The increase of the 
imports may be a temporary affair in view of the shorter crushing 
season in the two years 1937 39 but it nevertheless indicates a 
menace against which India should bo well advised to be fore armed 

Tie Indian Sugar Industru 1938 Aimual edited bj M P Gandhi p ix 
(preface). 
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A. word may now be said aboa t tfie paper^ndustry The study 
of tlia Titagbur Paper Mills the Bengal Paper Mill and tho Indian 
Paper Mill has led Dr LoLanathan to conclude that from the point of 
view □£ economical working a two machine mill is able to carry on 
at least as well as a four machine mill That a one machine mill 
IS smaller than tho optimum mill is proved by the lack of success 
of such mills Of the nine mills in existence in 1924 25 five 
had only one machine each Since that period two mills hare 
increased their equipment to two machines Of tho other three 
mills having one machine each two were in Bombay of which 
one had to close down and the other was sold and acquired by 
another paper mill Tho third mill has not been working for some 
year past Thus tho career of tho single machine mills has been 
unfortunate * 

In tho ahovfl account only a number of Rperifie industries 
have been considered The list is certainly not eThaustivo but 
enough has bean said to indicate that in the future planning 
of Indian in lustnes the question of size that is of the optimum unit 
wilt have to be very carefully considered in order to avoid on the 
one hand the evils of the undersized or nnder'Capitalized industries 
and on the other hand the evils of over sized or over capitalized 
industries 


§3 

OOTPUT 

Haling considered the question of the optimum size of an 
industrial unit the next qtiesUon that may be considered is that 
of the output that is to be aimed at The existing purchasing power 
of the people IS limited by the size of the national incomo and its 
distribution to a population of near about 400 millions constitutes 
a vast potential market for any kind of industrial goods The present 
purchasing power of this vast mass of population sets very severe 
limits to tho productivity of indnstnes in the existing circumstances 
Even a slight increase in tho purchasing power of the population 
amounts to the creation of a very substantial margin for the 
expansion of Indian industries It will be n fnndamental aim of the 
National Economic Plan to increase the purchasing power of the 

Lokgmathsn Induitrial Orfan al on tn Iiitui {103S) p 125 
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masses Till it is achieved we shall have to assume a basic output and 
add to it a certaia percentage of normal expansion on account of the 
improvement of purchasing power In any event it would be safe to 
work on the existing consumption of industrial products in the 
country Tins includes not only the production of the Ind an 
industries but also the commodities that are imported The output 
may be further checked by independent calculations wherever 
possible of the normal consumption standard in regard to each of the 
industrial commodities 

The nature of these calculations may be illustrated with 
reference to the cotton textile industry The following table gives 
the figures of the consumption of cotton piecegoods (apart from the 
hand loom production) during the qumguenmum 1932 33 to 1936-S7 

TABLE 

(Tn it It <ms of iardt ) 

1.932-33 19m4 1834^5 193o-8e 1936 87 

Net Imports 1200 770 970 970 790 

JIllProductjoD 3110 2890 8340 3oOQ 8470 

Total 1115 SS50 1315 3175 SogS 

Average forS years end ag 1936 S7<-4SOO 
Average imports /or & years end ng 1936 87—940 

The above figures include Burma as the figures exclusive of Burma 
are not available till 1937 38 Provided we can enter into a satisfactory 
trade agreement with Burma whereby the existing Burma market 
can be preserved for the Indian mill production there is no reason 
why we should not be able to work on the India Burma basis of 
production and consumption We have seen that the average 
consumption of piecegoods (imports as well as Indian mill produc 
tion) during the quinquennium was 4 200 million yards 'Tlctually 
this figure IS an under estimate of the normal requirement? of India 
If we take the average of the three pre-depression years 19^27 
to 1928-29 we arrive at the figure of 6170 million yards which can 
be taken as the normal requirement of India for piecegoods apart 
from handloom production For the time being we make no 
allowance for the increase of population that has taken place since 
that year The total loomage of India is 200000 The total 
capacity ol these looms working full time (without night shifts) 
\ \ 
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IS about 4 450 million yards* In oUier words there is a deficit 
of about 600 million yards for which additional loomage of about 
26 000 will be necesaars The corresponding number of spindles on 
the Abmedabad average of 43 spindles to one loom would be 1 076 000 
spindles t 

On the basis of 30 000 spindles and 700 looms for each mill 
there is thus still scope for at least 36 mills of tho optimum size to he 
started in the country in order completely to displace tho foreign 
imports 

The above calculation is subject to the following conditions 
The normal standard has been assumed to be that of the average for 
tho three years 1925 27 to 1928 29 Future planning mnst, however, 
take account of the normal increase of population Assuming tho 
normal increase to be 1 per cent per year the total cloth reijuirementa 
of India may be assumed to be at least COOO million yards by 
the end of 1960 or 1 000 million yards more than the output assumed 
Therefore additional mills would be required for the production of 
the additional 1,000 million yards of cotton goods for India This 
means that additional loomage of 46000 would be necessary for 
producing this extra quantity of piecegoods In other words about 
64 additional mills would still be necessary to erect in the country 
Therefore the total requirement of India for making the country 
fully self sufficient m the matter of cotton piece-goods by the year 
1950 would not be met by the erection of SSmiJIsonJy, but 36 64 
or 100 new mills 

Another defect of the above calculation is that no distinction 
has been made between the different categories of piece goods to be 
produced by the Indian mills Nor has any note been taken of 
the quality of production to be aimed at Again the indirect 

•Id order that these looms may bo worked to tbeir full capacity it is of 
rourse essential that the existing mule should be rationaiised la other words 
those mills that are at present Rneconemical having regard to tho optimum eise 
or due to any other reasons must he converted into uiills able to work on an 
economical basis This could be done by (1) rationalization by promoting 
amalgamations writing down coital tranaferencA of looms and other technical 
equipment (2) a better regional diatnbuttou of tho induatry (8) promoting the 
growth of Long staple cotton and (4) a suitable measure of protection 

tThe Ahmedahad ratio is taken not because the Ahmedahad mills are 
the most efficient but because in Ahmedahad nearly all the spiudles are utilized 
for the production ot yam for consamptton witfim the factory whilst in 
Bombay some portion is used for sale both m India and abroad See LoLanathan 
epcitjP 93 

80 
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competition offered by the cdieap sabstitntes for certain kmds of 
piece goods must also be allowed for All these are factors which 
the planning authority must take into consideration in distnbuting 
the hundred additional mills to be set up amongst the different 
categories of cotton goods and to take steps so that the necessary 
quantity of raw materials may be obtainable in the country itself 
The cost of raw materials so far as the textile mdnstry is concerned 
IS very important because il constitutes about 60 per cent of the 
total cost. Thus the Indian mills have at present to depend largely 
on the import of foreign cotton and foreign yam for the prodnction 
of the higher counts of yam and the finer kinds of fabrics Eecent 
efforts to produce long staple cotton have been very encouraging 
It IS evident that if India is to be made self-sufficient in the matter of 
the supply of cotton goods of every description the efforts to produce 
long staple cotton mast be redoobled 

There is another difficolty which the planning authority will have 
to face This is the problem of establishing harmonious balance 
between the bandloom production and mill production In the 
calculations that have been made above that pert of the consumption 
which is at present suppbed by handloom products has not been taken 
into consideration that is that pari of the Indian market has been 
left ttndisturbed With the increased diversification of industries 
a considerable proportion of the surplus population at present 
depending upon agncultnre will be drawn into tbe industries In 
other words one important economic reason for promoting the 
handloom industry will sooner or later largely disappear The time 
must come when the question of utilizing the idle months of tbe 
agncoltunst by offering him subsidiary occupations will not be 
so urgent as it is now From the strict point of view of productive 
efficiency the handloom industry should have no future excepting 
to the extent that an agncultoral family might produce in their 
spare moments cloths for their own use la the re-constructed econo 
mic society which the Economic Plan envisages this kind of activity 
will not form any appreciable part of the industrial system In the 
fulness of time therefore there will be still further scope for the 
Indian mill production to increase so as to supply the market at 
present fed by the handloom products 

In the preceding paragraphs the case of only one industry has 
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been Eiudied The mdns,try is of conrse the most t^T^ical mdostry 
m India presenting all the major problems irith irhich the qaestion 
of the development of an industry IS concerned It will be for the 
planning antbonty to determine the scope of development of each 
specific industry baaing regard to the present circumstances as well 
as the circnmstances of the fature Only a rough sketch of the 
many factors that anil go into the determination of the possibihties 
of an mdastry ha? b»en giien above Each industry of course 
has its own teparate problems Bnt what has been raid above will 
give a general idea of the way in which the problems of an 
indu.'-try may be di'cnss^d and determined with reference to the 
Industrial Plan 


§4 

RAW MAIXRlAtJ 

If mdostnes are to develop on a competitive basis tbs problem 
of an adequate supply of raw materials at cheap cost must have to 
he solved The raw materials may be agncultoral or may be mdus- 
tnal On the one hand there are certain indnstnes, for example 
the cotton mih industry, which depend opon a plentiful supply of 
agncaltural raw-matenals of the required quality , on the other hand 
there are industries like the iron and steel industry which require 
a plentiful supply of the requisite mmerals or ores While 
mofet of the industries m India which depend on the produce of 
agncnltuTB are well supplied in the matter of raw matenaLs, the 
same thing cannot be said of the industries which have to depend 
on an adequate supply of first class minerals The question of 
Power as well as that of capital equipment have also to be 
considered 

So far as agricultural produce is concerned, we find that about 
75 per cent of our total eiports consists of raw materials Thus, 
with regard to cotton while the Indian mills consumed on an average 
of about 370 COO tons of Indian raw cotton a year during the 
quinquennium 1932*33 to 1936-37, the country exported during the 
same penod an average quantity of B72 ODO tons of cotton annually 
to other countries Again, during the same penod, India imported 
foreign cotton to the extent of 66,000 tons on an average per year 
In other words, India is not folly utilizing her own raw cotton 
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Nations and ninth m the world Most of the coal oblained, 
however, is second class and India requires to find out supplies of 
first class coal for meeting the foil requirements of Indian indnstnes 
As in the case of coal, India is also the second largest producer of 
iron ore m the British Empire and ninth in the world Her output 
IS no doubt very much exceeded by the production m the Umted 
States and France but it is estimated that her reserves of ore should 
be nearabout at least three-quarters of the estimated total in the 
United States Again, of manganese ore of which a little over 
813,000 tons were mined m 1936, the steel works of India used only 
a little over 46 000 tons and nearly 743,000 tons were exported to 
to different countries. There should bo great possibilities for the 
use of manganese ore when it is realized that the two pnncipal 
sources of the world’s manganese are India and Bussia Further, 
India 13 also overwhelmingly the world’s cheapest producer of high 
grade mica which is an indispensable accessory m electrical manu- 
factures At present, however, most of the nuca is exported to the 
United States and the United Kingdom 

These figures give us an idea of the fact that though on the 
whole India’s mineral production may fall short of the total require- 
ments of Indian industries, as matters stand, even the present 
production is not utilized fully It should be the duty of the planning 
authority to find adequate industrial use for the minerals which India 
at present exports It should also be the duty of the authority to 
find out by intensive prospecting the yet untapped resources of India 
in the shape of minerals It is believed that the Gondwana ndge, 
the hilly tracts of Deccan, the hills of Assam end the sub Himalayan 
tracts contain large variety of mineral deposits, and that exhaustive 
prospecting works can divulge enormous hidden wealth There is no 
doubt that transport difficulties exist in these areas at present, but 
there is also no doubt that once the deposits have been discovered, 
transport facilities would not be difficult to provide, as the recent 
transport developments in the Central Provinces and southern 
Gondwana have proved 

■\Vhat IS required is that the planning authority should imder- 
take along with a survey of Indian industries qn exhaustive survey 
of India’s raw matenals as well as of mineral production The two 
surveys should go hand in hand The one is a complement of the 
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Other "Without an adequate Bupply ol raw matenals, mdustnea will 
not be able to establish themselves on a fairly competitive basis 
"Without industrial development, the export of raw matenals involves 
a double loss to the country As the matter should be considered to 
be one of immediate necessitj , the survey of India's raw materials 
and minerals should form one of the first tasks of the planning 
authonty 

§e 

FREIOBT 

The question of freight on raw materials as well as on the 
transport of the finished product to different parts of the coimtry 
should receive the earnest attention of the planning authonty In 
not a few cases industries Lave to make a choice between the avail- 
ability of cheap fuel or power and that of raw materials in deter- 
mining then location Thus with regard to paper mills, their 
future is largely bound up with the use of bamboo pulp on account 
of the excessive coat of sabai grass • Unfortimately the raw 
material areas are situated remote from the areas where cheap power 
is available If the mdustry wanted to save the heavy freight on 
raw matenals it would lose the advantage of cheap power Further, 
the railway freight on paper is so heai'y that the paper mills have 
to satisfy more orless local markets and unless the wholecouutry is fed 
by a gudicious distnbution of paper mills there will be a long time 
before India will be able to dispense with foreign paper Again in 
the case of cement, it IS well known that the cost of power and coal 
constitutes about 40 per cent of the total cost, often a great deal 
more It is also well-known that the cement industry, as it is, is 
well-equipped foe the supply of the entire present requirements of 
the country But tho actual result has been that most of the cement 
factories have to be located far away from the principal markets m 
order to bo near tho sources of power and the cost of transport forms 
a heavy itom in tho marketing of cemeot A further di^culty is 
that the question of freight becomes often a point of conflict 

*\Vhen ia^ai grass waa tka cluef raw material, tke industry was drawn to 
a location winch waanear the source olpowerand market rTIiue the Titagbai 
and Bengal Paper Mills which used sabat grass located themselves near the 
market and near the coal areas They had to get their raw material from a 
distance ol some 900 miles because they found that it was more economical to 
pay freight on 2'j, Ions of glass mihei than j«j freight on 6 terna of coal for 
nearly the same distance and on the fimshed product 
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Evidence of each condicb is famished by the sugar manufacturers m 
the north and those in the south in their respective attitudes towards 
railway freight on sugar • Another illustration can be given of the 
want of co-ordination between the rates policy of the railways and 
the requirements of the industnes In November, 1937, a rebate of 
20 per cent on tbe freight charges was announced on consignments 
of cotton boohed from certain stations m the Punjab to Cawnpore 
The reason for thi^ reduction was to bring back the railway traffic 
that had been diverted to the road and to prevent any further 
diversion In tbe following year the Committee of the Indian 
Chamber of Commerce (Calcutta) in their interview with the Chief 
Commissioner and the Financial Commissioner of Hallways referred 
to this rebate and pointed out that cotton mills in Bengal were placed 
at a considerable disadvantage even in the Bengal markets as com 
pared with the mills at Cawnpore an account of this concession 
They urged the granting of a similar rebate in the case of cotton 
booked to stations in Bengal m the interests not only of the cotton 
mill industry of the province but tbe railways themselves and 
tbe cotton growers m the Punjab It may be noted that the 
question of the redaction of freight on cotton was also urged by the 
East India Cotton Association as well as several other commercial 
associations like tbe Indian hCercbants' Chamber of Bombay but the 
Government opposed the proposal on the ground that they did not 
consider it a proper policy to alter the freight rates from time 
to time to meet trade ductuations It is also stated that the policy 
urged by the commerce chambers would mean that in a period of 
falling prices which also generally concided with a period of trade 
depression resulting in a falling off in the volume of traffic, the 
railways would he sacrificing revenue when they could least afford 
to do so They also found that the proposed rednction in railway 
freight on cotton would involve a loss of approximately Es. 16 
crores which the Government were not prepared to risk 


WJ'.w Pjr-yjJ'fPsiAS l>i«D Ahle auccessfuUy 

to press for a reduction in freight from Es 2-6-0 to Es 1 4-0 a maund from 
Cawnpore to Madras the manofactorera in Madras Bombay and Punjab have 
been pressing for an increase in freight with a view to getting advantage of 
proximity to their natnral markets Madras consumes 100 000 tons of sugar per 
annum of which less than one tenth is produced within the province It is 
almost certain that within the next few years tte sugar industry would develop 
rapidly in Madras with tbe result that ue factories that have grown in such 
haste m the United Provinces and Bihar might be adversely affected ** Iiola 
nathan op at p 74 
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We can add other examples to show that a certain co-ordination 
of railway rates and industrial activity is necessary in the national 
interest To pat it m short, an authority is required in India for 
the purpose of regulating and co-ordmating the movement of 
passenger and freight throughout the country and the agencies and 
the facilities by which the transfer is accomplished The scope 
of such an authority should bo wider than that of a Railway Rates 
Tnbnnal and its purpose should be to secure the national interest in 
the spheres of transport particularly with regard to inter provincial 
and mter-mdustnal interest** Such an authority may be a 
connecting linh between the National Board of Indnatnes and 
the Board of Transport for its functions would affect or be 
concerned with both A. comprehensive transport and rates authority 
13 proposed on the ground not only of tho po^sibdity of discnmi- 
nation in rates as between on© provincial interest and another but 
also as between one category of earners as against another 
§6 

BZOIOSAL UlSTKIBVTION Ot' LNDL'STKUS 
A good deal of ill feeling has recently been generated on 
account of the unco ordinated development of industries thronghout 
India A few illustrations may be given Thus, with regard to 
the cotton textile industry it is well-known that Bengal was once 
the home of India s textile indostnes She has, however, lost her 
prune place since western methods came to be adopted m mdnstnal 
production Thus, of the 370 cotton mills on the 31st August, 1937, 
as many as 150 were located in Bombay and Ahmedabad There 
are only 25 mills in Bengal as against 69 mills m Bombay and 81 
lu AlmieJabaJ There Las recently been some improvement in 
Bengal because m 1931 Bengal bad only 11 cotton mills This, 
however, does not mean that Bengal is unfavourably situated with 
regard to cotton mills Calcutta is favourably situated both m 
respect of power and marhet and Bengal is one of the best markets 
for cotton goods One reason as Dr Ixikanathan suggests, why 
the cotton mdustry did not develop m Bengal was perhaps the 
concentration of the jnte uidnstry Bombay s progress m the cotton 
mdustry may agam be attributable to the system of mdustnal 
finance that she had early adopted Bengal is not also unfavonrahly 
situated with regard to raw material, and even if she had to obtain 
31 
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her raw materials from other provinces she would not be at any 
special disadvantage on the ground of freight because of her 
advantages in other directions Similarly, there is a great scope 
for the development of Madras as an important centre of the cotton 
industry On tho other hand doubts have been expressed about 
the future of the cotton mdostry in Bombay On account of the 
high cost of labour compared to its efficiency, the breakdown of 
the managing agency system tho higher cost of electricity compared 
to coal and a high level of provincial and local taxation, Bombay is 
faced with peculiar diScnlties which may eventually seal her doom 
as the leader of the cotton textile industry in India 

Again taking the case of the sugar industry, here again we 
find too much concentration of the industry in the two provinces of 
India namely, the United Provinces and Bihar Of the total 
number of 136 sugar mills in India (excluding Burma) as many as 
101 mills are established in the United Proviaces and Bihar while 
there are only 8 mills m Madras and 6 in Bengal Vet Madras and 
Bengal ere not as unfavourably situated in respect of the sugar 
industry as the figures would suggest The Indian Sugar Committee 
of 1920 remarked that ‘there can be no question that there is no 
part of India, except possibly the Deccan canal tracts of Bombay, 
in which cane can be grown With greater profit than lu Madras ” 
It has also been pointed out that one important advantage from 
the point of view of a big factory industry is that in the southern 
regions cane can be planted and grown so as to be harvested in 
different parts of the year, so as to prolong the period of milling 
well over a hundred days which is the working season in north 
India It may, therefore, be justly suggested that with the extension 
of irrigation facilities in south India there is bound to he a very great 
scope for the development of the sugar industry in that part of India 
Madras consumes 100 000 tons of sugar per annum of which only less 
than one-tenth is produced withm the province She has thus an 
assured market for her production So far as the development of the 
sugar industry in Bengal is conoerned it is well known tnat Bengal 
provides a very important consuming centre for which reason the 
establishment of sugar mills in th*t province should be considered to 
have a good future Certain difficulties, however, have been urged 

against the possibility of deveslopmg the sugar industry in this pro 
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Vince She share*; \rith Madras the difficulty of secunng compact 
blocks of land large enough for the purpose of a sugar factory mth 
its ovTi sugar cane supplies This defect can. hcwerer, be met by 
suitable modification of land acquisition laus The Indian Industnal 
Commission have emphasized the need of applying the Land Aquisi- 
tion Act. to all industries and suggested certain restnctions 
which the local government should observe in declaiing purposes 
of public utility for the purpose of land acquisition The position 
of a sugar factory in relation to this raw material is peculiar from 
this point namely that sugar cane is the largest factor in the manu- 
facture of sugar and that land or soil is only one necessary factor of 
the production of cane For the establishment of sugar factories on 
an economic basis it is essential to ensure the regular supply of an 
adequate quantity of sugar-cane for the factory and for that 
purpose to acquire compact blocks of land for the culti\ ation of 
sugar-cane The shape of Oforemment assistance in this respect 
can be illustrated from the action of the Goyemment of Bombay 
which actually acquired lands on the Provara Canal m the Deccan 
and leased the same to the Bclapur Sugar SjTidicate for the oultiva- 
tion of cane la fact as an etpeneuced writer has observed, “this 
factory represents the most ideal factory m India today showing the 
highest working efficiency both in acreage yield of cane and 
recovery of commercial sugar’* In Bengal the writer pomts out. 
there are tast land areas where jute cannot be grown but where 
sugar-cane can be cultivated quite well, if only the facility of large 
compact blocks of land be secured through Government assistance or 
otherwise Another difficulty that uf urged in the way of startmg 
sugar factories in Bengal is the low recovery content of Bengal’s 
sugar cane Actually, it is stated the low recovery of sugar in 
Bengal is due to the inefficiency of cane-fanning and of the 
difficulty of quick transporlalion together with inefficiency m milling 
and manufacture The real difficulty m Bengal is that most of the 
sugar factories operating are small uaits and of an imeconomital 
type That there are real possibibties of sugar manufacture m 
Bengal, inspito of these alleged handicaps, is shown by the fad that 
•See article on ‘ Slioold Bennl Go In For ITore Sogar Wills'’ by 
Mr H E Chowdhury ID tbe Fmanciol TmcJ, April, 1939 The same issno of 
the jonmal bears an interRstmg contro-sersy on the subject between 
ill ChowdEury who has put m a plea to* the decentralization of the sugar 
mdustrynndMr S C Eoy who opposed it and supported the poLcy of restrict- 
ing the iLirtlisr growth of the mdastry 
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Messrs SoorajmullNagarmuH have token over about 8000 bigbas of 
land for their mills at Gopalpur in the distnct of Rajshahi and 
Setabganj in the distnct of Dinajpur and that Messrs Anderson 
^Vnght & Co t and Carew & Co i have secured extensive areas of land 
for cultivation of cane to feed their factories at Hamniigger and 
Darsana respectively On the other hand, the mills that are under 
Bengali management are stated to be of an uneconomic size and 
besides, do not command sufficient working capital so as to finance 
the farming of cane by themselves or the cultivators Canes crushed 
by these mills are reported often to remain in wagons in transit for 2 
to 4 days, before they are available at the cane earner and thus the 
canes hopelessly deteriorate by both dryage and inversion This in 
fact, 13 stated to he the real story of the Bengal cane being of poor 
quality There can indeed be no doubt that if the sugar faotones are 
adequately planned in the Province there is a great future for it 
The subject is worthy of senous investigation 

A word may also be said about the iron and steel industry 
Since the finding of the last Tariff Board iron and steel works have 
been started in Bengal which in course of tune may challenge the 
supremacy of the Tata Works A good deal of India’s natural resources 
such as iron ore, coal and coke still remain to be exploited and there 
is also a vast internal market, both existing and potential, for iron 
and steel products It has been estimated that the railways, mines, 

engineering industries and the Ilk© consume at present a little over 
1 000000 tons a year and that in no distant future the volume of this 
consumption may be doubled It is quite likely that Bombay may 
also prove a venue for the iron and steel industry It has been pos- 
sible in the United States for the iron and steel industry to develop 
at points distant alike from ore and from coal The iron and steel 
industry in the Chicago distnct, for instance, is distant from the raw 
material sources but has excellent transport relations with the same 
and has a large local market in the agricultural machinery industry 
Similarly, the heavy Bntish steel industries have been moving to the 
sea coast or the lower reaches of deep nvers for they obtain easily 
imported ore and enjoy advantage m exporting the goods On the 
other hand, the Sheffield steel industry has developed in spite of 
costly transport relations on accoont of the skill of its labourers 

These few facts will it is hoped, be sufficient to support the 
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conclusion tliat a good deal catib® done by tho planning authority in 
the way of seminng a proper cJistnbalion of industries throughout 
India This suggestion is not to bo taken as a concession to what is 
called provincial feelings On the contrarv it is an economic require 
ment inherent in any system of planning 

§7 

POWER RESOUBCea 

The subject of power resources will bo dKcussed in 
Chapter XXI Tho two most impoitant sources of power are coal 
and water So far as coal is concerned the Indian Coal Mining Com 
mittee (1937) has estimated that at the present rate of production and 
with the present methods of extraction the reserves of good quality 
coal will last 122 years and of coking coal 62 years At the same time 
the Committee found that tho reserves of inferior coal are practically 
unlimited and that with changed market conditions these could he 
largely substituted for superior coals It is undoubtedly true that tho 
present methods of extraction are wasteful and that if these wasteful 
methods are substituted by more scientific mining the osistisg 
reserves of good quality coal in India might bo made to last a long 
time On the other hand with greater industrialization there would 
be larger demands for coah thoreby reducing the present reserves at a 
faster rate As the Coal Mining Committee observed tho coal 
trade m India has been rather like a race in which profit has alwa>s 
come in first with safety of power second sound methods also ran 
and national welfare a dead horse entered perhaps but never likely 
to start This indicates the necessity of the national planning of our 
power resources and of the way m which they are to bo exploited In 
any case the life predicted even for good class coal by tho Committoo 
18 fairly long and we need not bo overanxious just at present for 
the depletion of our coal resourcos Alter all wo have not yot 
exhausted the possibilities of soienoe and human onterpnso 

So far as the question of water power is concerned it can be very 
cheap under certain circumstances The question of hydro electric 
power has been recemng a great deal of attention during recent 
years and important schemes of geneialing electricity from water 
and serving large areas with cheap power have recentiy been put 
through in several provinces The development of hydro-electric 
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power IS intimately connected with the cost of coal As the 
Preltmtnary Report on the It'ater Potcer Resources of India (1919) 
calculated, “With coal under Ks 10 per ton it is doubtful if water 
power could ever compete unless it existed right on the spot and 
could be developed exceptionally cheap On the other hand, with coal 
at Us 30 a ton. water power would generally prove cheaper and for a 
well sustained industrial load mvanably ’’ Again, Sir William Stampe, 
formerly Chief Engineer, TT P Irrigation Department, laid down as 
his opinion that “the economic advantage in generation usually lies 
with the hydro-station provided the bull of the load can be located 
withm 160 to 200 miles of the sources of the power Any increase 
in this distance specially m an easterly direction or towards the 
coal fields, gives a couniervatling advantage m favour of local 
steam stations interlinked with hydro network “* At present the 
estimates of the total water power resources of India must be conjec- 
tural A survey made in 1921 by the Hydro Electric Sun ey Depart* 
meat estimated the total water power resonrces of India at 568 
million kilowatts or 7 44 miRion electncal hor6e>powert Though 
at present calculation^, the total quantity of bydro-electnc power 
available is certainly large, its cheapness is not always so obvious 
The adoption of the gnd system however, has changed the character 
of the problem A province cannot have an effeclu e power system 
by means of local generation in its vanous towns, — for locally 
generated currents in small towns must necessarily be more expen- 
sive than energy derived from a widespread grid system with an 
economically sited power station Sir William Stampe pomted out 
that such factors as the diversity of load obtainable from a connected 
urban system and improved load factor on the central station and 
the relatively lower cost per kilowatt installed on the central station 
constitute the economic justification for the gnd system as opposed to 
a senes of individual stations He particularly indicated the impor- 
tance of cheap hydro electnc power to a province like the Central 
Provmces This province has important mineral areas already widely 
demVpexi bstcspshlec! feather il s ehsspeT 5W3rrefif 

power can be made available either in the coal fields to the north 
or in the Vmdya Hills or by a wdl planned combination of the two 

'Sea his address to the Members oi the Central Irrigation Board on * Inter 
Provincial Power Development in Tinim. ' on November 3 1937 

tTnenaial Report Hydro-Electne Sorrey of India 1919-91 
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Svutable sources of pou er, he emphasized, are certainly available 
This province like the rest of India has latent means of utilization m 
cottage industnes on Japanese bnes provided of course that cheap 
power IS forthcoming Similarly, the United Provinces and Bihar 
also stand to gam by hydro electric development and the Provincial 
Ministries of these two provinces have already initiated a big 
policy of development In Bengal the generation of power is consi- 
dered to present somewhat different problems The recently 
established Industrial Survey Committee, according to a Press report, 
have been credited with the opinion that tho possibilities of the 
development of hydro clectno power was out of the question for 
most parts of tho province so that the real problem in Bengal was the 
estabhshcient of thermal power stations for tho generation and 
supply of electrical energy preferably through a gnd system’' 
Similarly tho province of Assam presents certain difficulties 
which are almost prohibitive m their nature A Kote sub- 
mitted by Sir W AUaup Electrical Adviser ond Chief Eleotneal 
Inspector Assam on the possibilities of hydro electric development 
in tho province points out that though apart from tho slopes of the 
Goro-Khasi Jamtia Massif, the possibilities of generating hydro- 
electric power m tho province are obvious “unfortunately, our 
industries at present are so scattered and so largely seasonal that 
any power soheme loaded with high capital and maintenance charges 
could not hope to be a paying concern for many years and then only 
if, in fact the availability of cheap supply enabled actual consider 
able industrial development to take place ” 

These facts will for the present be sufficient to show that m 
India there is necessity for undertaking a very careful estimate of 
the power resources of the country and their smtabihty for the 
diffe rent parts of the country This emphasizes an aspect of planning 

•The first eleclneal power plant m India set to work in 189G at 

It wj j 'xOTivfi’iS .'it esesiitt^st pxy«w inag 

400 horse power voUage 2^0 volts and transiQission station 8 miles only 
It was a municipal enterpnse It is mautaiced by many that Bengal has a 
first class hydro elsctric proposition in the Teesta nver a httle to the north 
east of SiJignri If it has been found possible to ntiliso hs^s of 10 to 20 feet 
only —instead of tho standard practice of atilixioK heads of hundreds of thousands 
of feet-for the t?Bneration of electrical energy in the United Provinces the 

E ossibihties of hydro electric development m Bengal cannot be hghtly 
rushed aside The cost of coal present as well as futnie will of course be a 
determinant factor 
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the importance of which ehould not be Ignored so far as the question 
of industrial development is concerned It is only necessary to 
suggest that the whole subject should be very carefully studied 
by an Expert Commission, because it only remains to be pointed 
out that the future development of ladastnes would be largely 
indiienced by the availability of electrical energy at cheap rates 
It IS particularly true of small and medium-sized mdustnes which 
cannot afford the cost of setting up their own power plants Since 
electricity must necessarily onjoy a composite demand the possibility 

of starting with a large initial load la by no means a fanciful one 
for electricity will be required not only for the existing industries 
but for the industries of the future for railways, for agriculture and 
for village reconstruction, not to speak of the increasing demands 
from domestio consumers 

§8 

UlBOUIt 

The question of industnal labour will be treated in detail 
in Chapter Xfl Uanufactunng enterprise cannot succeed 
without a regular supply of weU trained labour It is a truism to 
say that the efficiency of labour depends as much on the labourer 
himself as on the employer To a great extent the so-called 
inefficiency of the Indian labour is due to the inefficiency of the 
employer Again, the inefficiency of the employer is often the 
result of defects in the organization of the industry itself Where 
capital IS inadequate and technical skill not always available, the 
workers cannot be employed to the best advantage even if there is the 
will Most of the Indian industries are earned on either on a medium 
scale or m small establishments Almost universally they are under- 
financed There IS also a singular lack of expenenoed entrepreneurs 
The technical organization of a factory is often in the hands of 
inexperienced persons The result is that there is want of suitable 
division of labour with the consequent loss of efficiency On 
account of the smallness of the size of the average establishment 
highly specialized technical skill neither finds any scope nor any 
attraction m the facilities that such a firm can offer 

There is of course no doubt that the Indian labourer, even 
apart from directional defects, IS far less efficient than his brethren 
in the industnally advanced coonines What is suggested is that 
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this efficiency is often exaggerated The Indian labourer i'’ within 
the limits of the climate singularly hard working honest and if 
we might add ofUcient The losgio wand of ft Tata has converted 
the half savage aboriginals of ^akchi into the highly efficient 
trunecl workers of lamsherlpur Similarly i visit to Batanagar in 
Bengal will convince the sceptic of the high efficiency that Indian 
labour can develop under proper supervision The deficiencies of 
the Indian labourer will be discussed m the Chapter on the Problem 
of Industrial Libour It is only necossarv to point out that there 
IS nothing to be sceptmal about so far as the efficiency of labour is 
concerned 

The real difficulty il I mav put it m this wa> is about the 
philosophy of life of the average Indian worker or potential worker 
The Indian labourer has all the i irtues and shares all the limitations 
nf the luiiian has a simple way of lifo and little ambition That 
IS a merit only up to a point after which it begins to impede progress 
He IS home loving which ogam while imparting an element of 
stability to the social system becomes an obstacle to industrial 
development lu that it makes the supply of labour a difficult problem 
His fatalistic outlook which Las been genei'ated by the character of 
Indian agriculture inhibits the spml of enterprise which is so easen 
tial for industrial advancement The surroundings of the village m 
the midst of which he has been nurtured have not disposed him 
favourablj towards the discipline which is demanded of an industrial 
worker in a highly mechanized factorj Hence the large proportion 
of absetiteeism in the Indian factories and the pcnodical shortage of 
labour All these however are remediable defects Onco it is realized 
that India stands badly in need of industrialization the philosophy 
of action will have to be ruthlessly preached The shame of carrying 
a large oloment of non working dependants as a permanent feature 
of the Indian population composition must in other w ords bo 
eradicated This surplus population will have to bo transferred 
to where work can bo found for them Tho industrial development 
of India will provide them with tho work which they need It 
should therefore be a definite part of the Plan to provide for the 
control of labour supply to different mdastries The planning 
authority must take steps for the training of labour and must insist 
that there is no adult in the village who has not been trained lu 
32 
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soma vocation The potential worker must be brought into contact 
with the potential industrialist There must be a widespread system 
of industrial training either in the existing factories or in factories 
under the control of the Government or in special institutions to 
be set up specifically for the purpose of imparting such training 
The scheme of training must of course bo related to the industrial 
requirements of the country, for it would be a waste to provide for 
training which could have no application to the circumstances of 
this country Secondly, the whole scheme of training should be 
regulated on an all-India basis For, the Plan contemplates the 
transfer of population not only from one part of the province to 
another part of the same province but also from one province to 
another province Moreover, different provinces will naturally 
offer opportunities for different kinds of industrial training 
Hence the necessity of co-ordinatmg and to some extent centra- 
lizing the facilities for ihdustnal training The planmng 
authority will have to devote its attention to this aspect of the 
problem 

§9 

OROAmZATlON 

We now come to the organization of the authority for directing 
the Plan It has already been indicate that there should be a 
National Board of Industries This Boaid should have its provincial 
counterparts The National Board as well as the Provincial Boards 
should work m collaboration with the Bureau of Survey, Statistics 
and Research The cognate organizations will include the following 
(1) An Industrial Location Committee to determine the location 
and distribution of industries in the country, (2) A National Power 
Commi«sion (3) a Commission for the Control of Raw Materials (4) 
a Labour Control Board with an Industnal Council such as has 
been recommended fay the Royal Commission on Indian Labour 
and a network of Labour Exchanges and (6) a Small Industries 
and Handicrafts Board to which all problems affecting the small 
aaw3 c£‘it£ff& ixiSosiT}B» abnuld he jefeired by the National Board 
before decisions are taken on them It is needless to add that these 
Boards and Committees should be organized at the Centre as well as 
in the provinces 

The National Board of Indnatnes should preferably have the 
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foUo-^rme per«oiinel An eiuenenced Economist as Chainnan the 
proTincial Hmisters of Inda«try and Commerce the Presidents of 
the recognized Chambers of Commerce and other trade organiza 
tions one representative of labour one representative of employers 
one statistician two representatives of the ‘National Economic 
Council Presidents of the Provincial Boards of Industnes one 
member with engineering qualifications two scientists preferably 
•with technological qnalifications two representatives of the Indian 
Universities to be nominated by the Pre ident of the National 
Economic CouncJ two representatives of agncultunsts and two 
members with special knowledge of handicrafts to be nominated by 
the respective interests 

The provincial Boards should have the foUowmg personnel 
The Provincial Minister of Industry as Chairman tho Presidents 
of the provincial Chambers of Commerce two members representing 
labour t-wo members ropre«cntiDg employers the head of the 
Department of Economics of the provincial University or where 
there are more than one University the heads of the respective 
Departments t-wo scientist^ preferably with technological quabfica 
tions the Minister of Einaate and Labour the Electrical Adnser 
to the proTiacial Government two repre'«enlatives of agncultnral 
interests and two members with «pccial knowledge of provincial 
handicraft* 

Tha National &s well as the Provincial Boards shall have as one 
of their important task* that of sinking a balance between agnctil 
tural and mdustnal actmties on the one hand and betv een different 
forms of industry on the other It la m order to seenre this co 
ordination that members repre'entmg agncnltural interests and 
membeis having Special knowledge of local handicrafts have been 
proposed for both the National as well as the pro-vincial Boards 
It 1' however suggested that m all important matters affecting 
agnculture the Industries Board should always consult the Board 
tA AirnvAture -anil no T^mn. \)0 implemented unless there 

IS agreement between the two Similarly it is contemplated that 
whenever any proposal which is likely to affect the small industnes is 
to be considered such proposals most usually be referred to the 
appropriate CoxmniLtee 

Before concluding a digression may be made for the purpose of 
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making a reference to the interesting report published recently by the 
Political and Economic Planning Group in England on the question 
of the location of industry Reference has already been made to the 
observations by Professor Allen on the question of the locahzation of 
British industries * Professor Allen pointed out that when new 
concerns are launched on a great scale, a long view is surely 
necessary in determining their localization and some form of pubUo 
control is certainly required It is interesting to observe that the 
PEP group has also been struck by the necessity of planning the 
location of British industries The report falls into two parts In the 
first place it calls for methods of research and publicity by some 
central body which will open the eyes of the industnalist State 
departments and public corporations to the locational ’ consequences 
of the policies they intend Secondly it calls for the extension of the 
powers of financial inducement at present possessed by the Com 
missioners for the Special Areas for their defined districts alone to 
the whole country— at least »« posse It also provides for a sanction 
every propo«al to establish or extend a factory will have to come 
before the Industnal Development Commission proposed to carry out 
the task of research pubbcity advice and encouragement and their 
licensing The sanction of licensing will have two stncUy limited 
purposes to pass in continuous review the whole process of Indus 
tnal extension movement and transfer and to provide a sort of 
State policeman to curb the activities of the economic pirates * 
whose readiness to sacrifice communal income to obtain greater 
individual matenal income can no longer be tolerated + The report 
of the P E P group also envisages the establishment of a National 
Planning Commission to put on a wider basis existing town planning 
powers and aiming at the orderly arrangement of the whole country 
keeping in view the interests of industry agriculture and amenity 
Similarly the Scottish Economic Committee in its report entitled 
Scotland s Industnal Future* which was issued in February last 
(1939) suggested that a new form of planning authonty should be 
established with its scope extended to Scotland as a whole with the 
pnxoBjy /or tiis fyf-uW iajvst 

and development of the country The Committee added that such a 

*See Chapter XVII § 3 

+See77ief;eoiDmwr{LoiidoD)M*rciill 1939 pp 489490 
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bodj* should be e«tabli?bed by ststaie acd its fncctious sboidd be 
•*<'»uti3lly of an adriiory character though they thought that ita 
power* and hruitatioiis cotUd only satisfactorily be detennmed af;er 
the Eoyal Couicus'ion on the Geographical Distnbution of the 
IndC'-TiaJ Population had i-'-ued its report The Cotunittee aUo 
propo-ed lik** the PEP gronp that there 'hould be a branch of 
th“ pUining authority to deal with the qae'-’ion of the location of 
inda-trj' whii.fa 'hoold combine withm itself the functions of the 
Corami-sioner* for the Special Area< concemedi with the establish- 
ment of n«w indusT.e' and the power of the Special Areas' Recons- 
truction Associa’ion to maLe ^naccial advance- in the case of new 
or '■•fugglm" indus'n'^ wl • h bare reasonable prospect* but which 
are unable t.i db’am a ■ TUcjoda’ion thn.ngh it- normal hnaacial 
rhanne'- * 

It wiU thi.s be '■“*’1 »hdt the propo'ib that ha\«f been made m 
this chapter are la uj war inc-’c-is'ent wi'h wtar an mfinential 
group m Eaglacd and bcotlscd haie been thinking about the 
problem Tee q«*r’i‘^a of Bnaace has not been discussed in this 
chapter because it is such an important topic that it ha» been 
re-erred for special treatment in a eGb«eqBent chapter 


•S«e ri' £’<-c»onist(Lc2doa> ilarcb IB p 5C> 



CHAPTER XIX 

HEAVY AND KEY INDUSTRIES 


§ 1 

IMPORTANCE OF HEAVY IMJUBTRirS 
It has been pointed out m Chapter XVII that India requires 
to develop three kinds of industries, namely, those industries whether 
of the large, medium or small type for which the country has got 
adequate resources m men, money and natural wealth, those 
industries that are known as heavy and key industries, and lastly 
those industries that base a military or strategic value In the 
preceding chapter, organized industries belonging generally to the 
first category have been discassed In this chapter the case of the 
heavy and key industries will be dealt with 

By heavy industries are usually meant the mdustnes dealing 
with the production of minerals, transport industries, power indus- 
tries, chemical industries and metallurgical and machine production 
No country can ever expect to be a first-rate power politically as well 
as economically that ignores the case of the heavy mdustnes What 
would be the Russian Plan, for instance, if its authors had not 
staked so much on the development of the heavy industries ? The 
summary table given below dealing wrxth the industrial development 
of the U S S R in terms of the Five- Year Plan (1928-32) will bear 
testimony to the reality of the Russian effort Of course it would be 
foolish to make any comparison between the scale and extent of the 
Russian effort and the possible sc^e on which Indian efforts in this 
direction might in the present mrcumstances be organized What 
Russia could do under the inspiration of national leadership and with 
all the resources of her vast natural wealth and man power mobilized 
under a unified command/ India will have to travel a long way to 
achieve The table that is given below is only illustrative of the 
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importance tliat ought to ba alloired to the development of licaTj 
industries in a scheme of nataonal planning India also has rich 
though by no means inexhaustible resources xrhich can be the basis 
of the establishment of a number of heavy inilastnes necessary for 
her full industrial development 


TABLE 


The s' to) Ltetel^ptient of the V S S Jf (o) 


Electrification 

Generitm? eipaeitj 
Production of elecfr city 

Industry 

Gross productiou of ceus 
mdua tries 
Total 

Producers Roods 
Consumers goods 
Production 
Coal and bgoite 



Maehinse 

Asrieuliural Machirerr 
Motor cars 
Tractors 
Transport 

Railway freight trxffle 
Moretaiy ConcLtioDS 
Monay in e'roalatioa 


Umt 

h,o ( 000 a) 
Au Itouri 
(OOQOOffsf 


Miliar^ roubles 
nt tS^ 27 prices 


Tons iOOOOOOs) 


1 lAou&tcs 

{(OOOOOffai 

I lot /.^f)27»ric<> 

Numfeer (OOos) 


Tens (000 000 $) 
Souht«s(OOOOOOs) 


19'’8 

1874 
5 003 


09 

1 4 

981 
9 093 


(o) League of Nations SiaUsUeal Year Veok 1032-83 


1932 

4 667 
13100 


543 
18 0 
1C a 


€80 
21 4 
6 
5 


cm 


Industry means wealth and ivealth means power Russia today may 
be hated by some but she is not pitied by any one On the contrary, 
Bntam which once enjoyed a nniqae position because of herleadership 
in industry has now lost both her leadership and her position to other 
countries Even if India s ambitions are not pitched as high as those 
of Russia or the United States as a matter of immediate policy, it is 
evident that her mdustnal equipment xviU ba fundamentally deficient 
without proper attention being paid to her heavy and hey industries 

S 2 

XnVERAL AND METAL IXPUSTniES 

The national planning of our industnea without proper 
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attention being paid to the necessity of conserving our existing 
metal and mineral resources will soon find itself in deep waters It is 
not possible to attempt a detailed study of the mineral deposits of 
India in this section A rough outline has already been given in 
the preceding chapter Of the key industries in this respect, the 
pnde of place must be given to the coal and the iron and steel 
industries 

COAL 

The finding of the Coal Mining Committee (1937) to the effect 
that the reserves of coal of good qnality to be found in this country 
can last for a period of abont 62 years only has already been 
referred to The Committee estimated the reserves of good quality 
coking coal at the end of 1936 at a total of 1,426,000000 tons, 
the life of which at the present rate of production of 11 6 million 
tons a year and on average ultimate extraction of 60 per cent works 
out at 62 years With a higber percentage of recovery the 
duration would be affected pro tanto In a speech at the annual 
dinner of the Mining and Metallurgical Institute of India held 
on the 13th, January, 1939 Mr J J Ghandy General Manager 
Tata Iron and Steel Co , Ltd . suggested a co*ordinated sequence ol 
working the coal seams in order to eliminate not only stowing needs 
to a great extent but also loss lu top scams and urged that further 
research should be earned out to discover the possibility of blending 
rich coking coal with inferior coals and el«o of the reduction of ash 
in high ash seams by liquid flotation lu order to bring reserves of 
inferior coals m competition with the so-called first grade coals 
The vital importance of coal arises from tho fact that it is not only 
essential to the well-being of the iron and steel industry but 
also to the progress of indnstnalization in general In provinces 
like Bengal and Bihar its special importance lies in tho fact that 
it IS likely to be the basis for the generation of thermal electricity 
to meet the requirements of their industries for cheap and 
effective supply of power The following table taken from the 
Memoirs of the Geological Survey of India iVol LIX) and the Indian 
Coal Statistics of 1935 reproduced in the report of the Coal Mining 
Committee (1937) will prove of interest as indicating the consump- 
tion of coal 
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TABLE 


CaiMimfrs 


EAtiinated 
eoMumpUon 
m jf?5 


Railways 

Admir«it> andEo\'Hl 
Indian Manna 
Bunkor Coal 
Cotton Mills 
Jute Mills 

iron Indnslry (mclndirg 
e^mearmg t\ ortshops) 
Port Trusts 
Inland Ste.arnars 
Brick Kilns, Potteries 
Cement Works etc 
Tea Gardens 
Paper Mills 
Collienes and nastago 
Other forms of industTial nud 

doniMtif C0n5>iTTJ7it<£Ui 


Tons 
7 293 000 

29 000 
1020000 
1531000 
633 000 

5503 000 
135000 
551 000 

792 000 
166000 
171000 
1220 000 

5 7J2P00 


Pmentaqe 

Tofal 


Total 22876 000 100 0 

In 1922, tho total estimated consumption wiis bttlo oter 20 million 
tong 80 that apart from the foot that the existmfj resources of coal 
should be conserved m the interest of this country until aiutablc 
substitutes are found, there is for the time being no particular 
reason for anxiety so far as the immediate requiretnents of the country 
for her industrial development are concerned Moreover, a good 
deal of coal is now lost through waste which should be avoidable 
The Mining Committee distinguished the following Linds of waste 
(i) waste due to mining methods which are had under all circums- 
tances. eg, too high percentage of extraction under first-working 
and enlarging galleries or reducing pillars too much m advance of 
systematic depillaring (u) waste due to minme methods which 
have been more or le<is forced on the trade and mdu'-try by econoimc 
conditions, e g , section-working mvolviiig the sacrifice of coal of 
commercial or industrial value, (m) waste due to circumstances over 
which the mining comiannity has little or no control, eg, coaJ 
lost as support under railways or other surface features, m Excessive 
barriers due to crooked boundaries or small leaseholds or geological 
disturbances such as faults, and because the terms in some leases 
encourage excessive extraction in first-working, or binder agree- 
ments regarding depillaring waj-leave and boundary adjustments 
33 
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for which big premiums or transfer fees are demanded Much of 
this waste is avoidable and the national interest must he kept 
above trade commercial or private interests One point to be noted 
in this connection is that since the Coal Committee of 1920 reported 
the average percentage of recovery had declined from 66 6 to 50 
by the time that the Committee of 1927 reported It may he 
noticed also that according to the United States of Amenca Coal 
Commission (1921) that country produced 368 million tons of 
bituminous coal out of 564 milbou tons in situ which means that 
e\en if India industrialized herself on the scale of Amenca she would 
still have about half of her present reserves in tact, even assuming a 
recovery of 6o per cent * 

I take the opportunity here to refer also to the observations of a 
Bengali scientist Mr B C Roy of the University College of Science 
Calcutta on the waste of our coal resources He finds that out 
of the total of about 19 million tons raised in Bengal and Bihar as 
much as 13 o million tons are used in such a way as to cause an 
annual loss to the valued country at several crores of rupees and at 
the same time prevent the growth of many important subsidiary 
mdustnes If as he says this 13 5 milhon Ions of coal could he 
subjected to low temperature carbonization before sending it out to 
the market we would be able to stop this anoual los« the extent of 
which will be apparent from the folloxnng table 


Coal Gas witb an average 
calorific value of 760 
B T U per c ft 


Ammon um Sulphate 

li Rht 0 1 suitable for 
internal combustion 
engines 


47 2o b Uion c ft 
(at 3500 c ft per 
ton of coal) for 
general on of electnc 


27 m Uioa gallons 

6 7a m lliOB gallons 
S3 76 mill on gallons 


Re 57 labbs @ 

Re 95 per ton 
Rs 67 51akbs 
@ /4/ per 
gallon 
Rs 151abbs 
approT 
Rs eOlabbs 
@ lit per 
gallon 


•About tbe optimum b ze of the coal indastjy see Chapter X^ III § 2 
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In addition to this Mr Roj points out ue get soft coke amounting 
to 11 6 million tons -which may be used for domestic as n ell as for 
industrial piirpo‘'es Experiments earned out in the Calcutta 
Unnersitj Laboratone!» also showed that b> a proper blending of 
caking and non caking coaU before being subjected to lou tempera- 
ture carbonization we can obtain «ioft cokes of quite good quality 
&o that by this means arc can utilize the non caking coals u hich 
are now practically wasted The moat important use of non caking 
coal IS for making producer gas for which it is most suitable Tho 
percentage of volatile matter in non caking coals is generally tery 
high and the gas obtained from a producer plant with this class of 
coal Ks rich in coal gas and has therefore a higher calorific -value 
than that obtained from caking coals with low volatile matter 
About the method of burning coal m stacks >rr Roy reminds that it 
not only involves the lo'* of valuable by products but the price of 
coke becomes higher as the amount of coke obtained is only about 
S0-8 j per cent of the coal burnt On the other hand the recovery 
of the by productd would enable coke to be sold at a much cheaper 
pneo m addition to the supply of cheap power to the whole country 
which would give a new impetus to the growth of small industries 
and particularly lead to the development of one of the most impor 
taut industries which our country so badly requires viz , the 
manufacture of dy estuffs aud pharmaceuticals 

^ku industry which is intimately connected with coal with high 
volatile content is the hydrogenation of coal into oil Raneeguuj 
coal contains a volatile content of 29 to 33 per cent and with suitable 
methods of carbonization it may bo possible to establish a coal oil 
industry for the country It does not seem to me that the deposit 
of brown coal or sub bituminous coal has been properly surv ey ed 
m tba country The Tertiary tracts aro said to contain ouly a few 
hundred thousand tons of coal which would be inadequate for the 
full devtlopmeut of the co»J oil industry The recent efforts of 
Germany aud Great Britain suggest tho great possibilities of this, 
industry In Germany a company has been formed under tbe 
control of the Government with the object of produemg petrol and 
lubneauts by the hydrogenation of brown coal for which purpose 
the Minister of Economy has been anthorLsed to link the producers of 
brown coal (sometimes wrongly described as lignite) into a carte] 
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for the parpose of financing the Company In Germany it has been 
found possible to extract from 100,000 tons of lignite tar which is 
produced from between 1 to 15 million tons of coal according to 
quality, 38,000 tons of motor spirit, 10,000 tons of Diesel oil, 8 000 
tons of fuel oil and 2 000 tons of lubricating oil Similarly, she has suc- 
ceeded in producing oil out of coal by high pressure hydrogenation as 
distinct from low temperature carbonization plant In Great Britain, 
also, experiments are being made m the way of hydrogenation of 
black coal which has not yet been exploited to any great extent The 
Imperial Chemical Industnee are already in the field with a 
hydrogenation plant at Billingham-on-Tees with a capacity of 
160,000 tons erected for the time being on an experimental basis 
The cost of the plant amounted to £6,000,000 The industry received 
an important stimulus by the fact that the increase of the tax on 
heavy oil used for road transport from Id to 8d per gallon in August, 
1935 was not made applicable to heavy oil derived from British coal 
The hydrogenation plant is producing motor spirit at the rate of 100 
million gallons per annum, while m 1934 the total output of 62 million 
gallons only had been obtained from coal Again m Belgmmi the 
National Committee for Scientific Research recently charged a sub- 
committee of experts with the problem of discovering whether 
Belgium could cover a part of her oil requirements by coal liquefac- 
tion Japan, too which for military reasons is seriously endeavour- 
ing to enlarge her oil resources has just started an investigation of 
the nch Manchurian and Korean coal-fields for oil production 
France after preliminary but successful technical experiments has 
just started a company for the production of oil from coal in Northern 
France Thus, practically every country which is deficient in the 
domestic supply of oil has been making earnest efforts for the pro- 
duction of oil from coal In India, the consumption of motor spirit 
(petrol, benzine, benzol etc ,) and lubricating oils is not considerable 
but there is undeniably a large scope for the increase of consumption 
In 1932 33 the local refineries produced petrol to the extent of only 
68 million gallons which increased to 72 6 million gallons in 1933-34 
During the latter year India imported 18,166000 gallons of lubricat- 
ing oils and 1,606, (XX) gallons of motor spirit Dunng the same year 
the imports of fuel oil reached the peak figure of 101 837,000 gallons 
while the imports of kerosene amounted to 68,147,000 gallons The 
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figures exclude the coast hue imports of kero=eiie from Durma into 
India proper Inch amounteil to no million {jallons m 1033*31 All 
the-e figures suggest the nece^itj of an investigation into the 
possibility of India producing her o-wn mineral oiU including fuel 
oil and motor spirit The development of transport has immense 
potentialities in a country of the Mze of India and the supply 
of cheap oil wilt be a potent factor m assisting «uch develop- 
ment 

mOXAVD STEEL 

The nest great indn.vtrv after coal that maj he regarded ai 
the most important of the fcey indnstncs of the vrorid is the iron 
and cteel mdustrj The historv of the iron and steel industn 
m India is bareh a quarter of a centiirj old Its origin and 
development has been due to the pioneering enterpn e of the late .T N 
Tata of halloired memon It is recorded that after getting a 
prospecting licence la 19(X) and leaving the actual work of prospecting 
to bis agents Tata went over to Germany and the L nited States of 
Ajnenca only to find that apart from the capital euen that would be 
neees«arj for the starting of the mduKtrv a huge mvestiaent would 
have to be made in prehminar^ investigations and in a thorough and 
scientific <nirvey of local conditions raw matenal- market® etc 
TbenfoUowed the years of investigation and prospecting The prelixni> 
nary cost alone amounted to £30000 which would have been 
completely wasted if the great Tata industry failed to reach the point 
of actual flotation Actually the company was not started (ill 
after the death of its real founder Not the least of the difficulties 
was that of capital After an abortive attempt to float the company 
with the aid of British capital the Tata Iron and Steel Co , was 
finally started with Indian capita] It was the discovery of the nch 
ores m the lofty Gnrumaishini Hill and the expert assistance rendered 
by the late P N Bo®e of the Geological Snrvey of India that finally 
Jed to the mstsmty of the prcgipct Hare was a oa^e wher^fie 
pioneering initiative and enterprise of a single individual ably assisted 
by a few experts led to the estahlishment of one of the greatest 
industries of India in fact of the world There were no parapher- 
nalia of tariff investigations to be gone through no nece'^'ity for 
appointing ponderous committees or of interminable confabulations 
that lead nowhere and yet the work perhaps of a century was 
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accomplished by the foresight and enterpnse of a single individual 
spread over a few years of the country's history It was indeed a 
tribute paid to the genius of the late J N Tata when the last Tariff 
Board on the steel industry found that India had room for at 
least another great iron, and steel manufacturing concern and the 
starting of the Hirapur "Works with which were recently incorporated 
the Kulti Works only earned forward the vision that J hi Tata had 
seen about 40 years ago 

In assessing the possibilities of the Iron and Steel industrj 
lu India we have before us not only the obser\ ations of the Tariff 
Board hut the following figures of our export and import trade which 
are significant The total production of pig iron has increased from 
872 547 tons in 1924 to 1 540000 tons in 1936 The whole of the pro 
duction however has never been fully utilized within the countrj 
A considerable part of this production had to be exported to other 
countries as the following tabic will show 


TABLE 


a) 

Tear 


1924 

1925 

1926 

1927 

1928 

1929 

1930 

1931 

1932 

1933 

1934 

1935 

1936 


P odiet on a d exports of ptj iron (in tom) fro n Ini o 

(2) (3) W) 

Total Pro<iuct on Exports Perceataae of 

(3) to (2) 

872,547 271 055 30 4 

880 075 401,794 456 

902 433 315 162 34-9 

1 140 051 383 960 337 

1051^ 428625 426 

1391,551 548 881 39 5 

1175292 502629 428 

1058 336 318994 301 

913314 248396 27 2 

1057837 372015 279 

1320210 398051 301 

1451862 472636 326 

1540000 473000 


As against these figures it may be noted that India imports a large 
variety of iron and steel goods consisting of cutlery and hardware 
machinery and mill work railway plant and rolling stock iron bars 
iron and steel beams pillars sheets etc still bars angles channels 
blooms billets Though the value of the imports has diminished 
in recent years compared to 1924 the value is still sufficiently high 
to suggest the possibilities of not one but many more iron and steel 
producing concerns In 1924 India imported iron and steel goods 
worth over Rs 60 crores which included about Es 9 crores worth 
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of railway plaat and rollm^ stock. In 1935 exclusive of railway 
plaat aud rolling s‘ock the imports were valued at E« 23 46Ukli= 
According to Dr C S Fox of the Geological Survey of India India 
has many nch deponts cf iron ore still untapped It has been 
e-^Umated that her re erve-’ of ore wooM be near ahont at least three 
ciua'^er^ of the e timated total in the United “states Thus it is 
e una ed that the re«i»rve3 of haematite m the ilanrbhanj Bonai 
Keonjhar'Singhhhum area amount to more than 3000 million ton.^ 
of high grade ore (60-6S p'T cent F*) aud about au equal quantity of 
lower grade ore (40-60 p«r cent Fe) Similarly Baxter in. the Central 
PrvjTiacee is al o reported to contain several million tons of haematite 
In B-“cgai iron «*on* is found in th** Eaneeguej coal fields area and 
latente lu Eajmahal It is «tated that the latente deposits m 
Bajmahal axe quite Urge Though th^' exact quantity i* not known 
It IS b^li«"el tha the fo*ta“r lalo.^ ry of Birbhnm was ba ed on this 
ore* It may therefore be eonfid-’utly expected tha* proper pospect 
mg of the depo ua of the vanom forms of iron ore m India would 
lead to quite •aiisfactory re ult* The development of a well*«tab 
liahed iroa and eel industry is aLo calculated to lead to the eYablish 
meut of %'anous tads of subsidiary indusine provided of cour«e 
*he demand exiaj for the products ot uch sub'idiarv ladnstnes It 
IS to be recalled that the plate «ecuoo of the Tata company had to be 
do ed down for wan' of adequate d'^mand It is stated that as long as 
India 13 not able to e**abh3h a ship bmldmg mdostrv no iron plate 
industry will have any chance of succe ■» So far as the iron and steel 
manafactonng concerns arc concerned a conservative estimate would 
■=aggeat on the ba«i3 of a conmmpuou of 2 million tons a year the 
c-'-'abh-hment of at lea't two more concerns of the same «ize and 
cap3ci*y as the Tata s that is with a maximum ou'put of about 
600 OCO tons 
OTRZP MIKEPALS 

Turning now to other JDetalsjandxaiiipjad.s- 
pointed out that the mineral «i«»posit3 of India are not very larg** 
and that with the «eparation of Burma India s resources have been 
reduced by aboiv half That, of course by itself is not immediately a 
very venous affair because India can avail of Burma s resources for her 


^^*See tihteSI to the 7n*«n Coat Virn/i^ C<rmnMt*ft <1S3") 
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own industrj Bosides th©«e resources for which India will have to 
depend on Buima she herself has valuable mineral deposits Thus 
with the development of the iron and steel industry tho manganese 
ore at present exported out of the country will be available for 
domestic use The two principal sources of the worlds manganese 
are India and Russia and of over 8ld 000 tons mined in 1936 nearly 
743 000 tons were exported to different countries Again India is 
also overwhelmingly the world s cheap producer of high grade mica 
producing about 90 per cent of the xalue of the total commercial 
sheet mica produced in the world With regard to both manganese and 
mica however India has got to be very careful The total deposits 
of manganese are known to be not very considerable in this country 
while it 13 the view of experts that the proportion of the commercial 
sheet mica which is India s speciality is limited At present the 
Industry is almost wholly dependent on foreign demand There is 
no reason why it should not be available for the use of the local 
industries if the industries are carefully planned On account of the 
negligence of the Government and the trade organizations India 
has not been able to realise the fullest benefits of her strategic position 
in regard to mica That js evident from the fact that the export price 
realised by India for her mica has declined by more than 70 per cent 
in comparison to the war period although the foreign demand for mica 
has advanced by more than 100 per cent during the same period * 
Much of this weakness of India is stated to be due to internal compe 
tition rate cutting and uneconomical methods of mining Obviously 
these defects should admit of early correction 

These figures are given with a view to suggest the necessity 
of a proper survey of India s mineral wealth with a view to its utili 
zation in the great task of India s industrial development The 
existence of these minerals shonld be related to the imports of manu 
factored goods into India which utibze such minerals in the process 
of their manufacture It is a task m which the geologist the immng 
engineer the chemist the economist and the industnalist ought to be 
able to CO operate with each other to the mutual advantage of all and 
to the benefit of the countrj 
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§ 3 

TriASFOKT INDtSTBIES 

SHlPPIVff 

The Indian shippinf? imlu'tn — wlucb is at present a misnomer — 
maj bere£ardeda5 i key indn-try in everj sense of the term "We 
are here concerned more with the «-hip bmldinc industry than with the 
economics ot the sbipping indnstrj That India offers large possibi 
hties for tlie growth of the ship building mdtistiy cannot be 
questioned For \ period ot twenty centuries as Professor Eadha- 
Lumud ]iIoo L er]ee, has pointed out in hu book on the Utslonj of Inchan 
iihifiping and. Mniitime Aihtifij the Tndivii shipping and ship 
building industry had enjoyed a glorious record until it was mined 
by foreign competition There can hardly be conceived writes 
Dr jMookerjee a more »inoru obstacle m the path of her mdustnil 
development thin this almost complete extinction of her shipping 
and ship buildiag Modern ship-* howev..r ire a vastly costlj 
proposition lad the type ot ships tbit p.’ie I the Jmhsn ocem when 
the modern ship baildiug inJii try hid not grown up would bo worth- 
less today Therefore if India want«> to compete with the foreign 
shipping concerns she wUl have to compete on their own tenns 
Provided the neces«ary fin&nco is forthcoming this should not be a 
difficult job for her She hi'j a coastline of over 4000 miles m length 
and a considerable trade at iho porta Her ports are sufficient m 
number and adequate m size and with a little official help their mini 
her can certainly be added to There are many incipient or small 
ports which are neglected either because the big shipping companies 
have no interest in them or because their development might injure 
the interests of the railways Hence very frequently destruction 
goes on where dredgers might save a port Very few of the nvers 
of the country are at present navigable up to any connderable point 
into the interior partly on account of Government negligence m the 
past or because of the predatory way in which railways were built m 
the country In tact India s trade her coastline and her industrial 
future mark her out to be a great maritime power and if the Govern- 
ment were only conscious of her responsibilities in the matter of 
developing an Indian mercantile marine to the same extent as other 
countries have done the question of the growth of India as the 
34 


pre- 
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dominant mantime power of the East would bo only a question of 
time 

The following paragraph taken from the Preamble to the 
American Merchant Marine Act of 1920 sums up in a small compass 
the utility of the mercantile marine to a nation 

Thst it n neees3w\ for the national defence and. for the proper 
growth ol its foreign trade and domestic commerce that the United States 
shall have a merchant marine of the best equipped and the most suitable 
tiTies of vessels siifBoent to csm the greater portion of its commerce 
and serving as a naval or military •wKiliary in time of war ornationa! 
emei^encyi nltimateij to he ouned and oper -ited prn stely by citirens of 
the United States and it is hereby declared to be the policy of the United 
States to do whatever may be neeessarv to develop and encourtge the 
maintenance of such a meichant marine ” 

How one wouW wish the same view were taken bv the Government 
of India in order to organire end esfabhsh a mercantile manne worthy 
of India Not only m the United States but also in other countries, the 
national Government has consistently been taking a leading part in 
the establishment of the national shipping industry The assistance 
that the British ship bmlding industry has received from their 
Government as well as from the Government of India, either of a 
direct nature or through mail or passenger contract is too well*known 
to receive any detailed treatment The British shipping industry 
IS at present aided by direct appropriations for Naval Reserves 
Admiralty subventions, government loans at low rates of interest, 
mail subventions, colonial subventions and Indian subventions 
Thus the Ciinard Steamship Company have frequently been favoured 
With loans by the British Government at nominal rates of interest for 
the purpose of building ships The interest of the Government in 
making the loans has been that the ships built with the money, 
though primarily used for trade pnrpo'es could provide in case of 
need auxiliary cruisers of a fast and serviceable character The 
appropnations for the Naval Reserves are meant for the pay, 
allowances and contingent expenses of officials and seamen serving 
on manne and fishing vessels as annual retainers, dnll money 
and lodging allowances to men m the Royal Fleet Reserves and 
capitation allowances to the Royal Naval Volunteers Though these 
appropnations are intended chiefly to enable the Admiralty to draw 
from a suitable supply of seamen its crews for men-of-war, the 
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monetary value of the a"i'tance to the tuerchant manne -hotihl 
not be Ignored 

A> regard' the other countnc' the tuUutving ti-pical example-' 
vili prove of interest — 

r * .4 

(I) Be'ervatiun ot her huge cot'tal tratEc to -hips flMng the 
national flag 

(J) The exemption ot all marenalsut loreign ongm intended tor 
the conitroction i.t \e'-el' in the United State> from rn-tonas diitt . 
-uch ve-^«^eL hotveter being lorbidden to engage in the coastal 
trade re-erved to A-mencan-otrned te'«eUtor more than «ix months m 
each year 

(3) Cud5tal 'Ub\ eQtiuns to liutj- openiiuig on specified 
roace« inthe toreign trade 

L-t) The appomtmea*' >.t the I niied States '“hipping Board under 
the ilerchant llantie Act ot 19-iO invested with large puvvers with 
the object ut promoting encooraging and developing port- and trans- 
portation laciliue' m connection with water commerce over which it 
ha,» junadiction and with the authontj to -"t apart S 25000 OOO 
aanaaily for a period ot hve jears to encoarige 'hip bnildiag in the 
ITmted States -lad by other mean 

FUAXCE 

1 1) Efiuipmeiit Bounties on the haMs ot tonnage which al-o 
provided for (a) Constrtiction Bontiti*'-, aud Cb) >'avigation Boun- 
ties 

(i) Fi'hing Bounties lor encouraging deep -ea fisheries 

(3 2Iail fcubv ention* meludiog the re-iiabur=ement by the 
French Gov eminent under the mail contract of the Suez Canal 
dues 

(4) Preferential Hoilwaj Hate' — which are allowed on freight 
intended to be shipped by the vesod* of the compameo receiving the 
preference 

JAPAX 

(1) CoQsCfuction Bounties with additional aid where the sub- 
‘'idized ve-'els are equipped with Japanese engine' 
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(2) isa\jgation Bounties nhich aie formally allowed to all 
ships owned bj the Japanese sabjects operating under the Japanese 
flag between Japan and foreign ports but later on the system 
of specially encouraging a few companies was substituted for 
that of general payment made to all mthout anj differentiation 
These subsidized vessels operate under Go^ ernment control 
being required to carry the mails and placed under the supemsion 
of the Jfimster of the Communications who supeniscd their rates 
and fares 

(3) Reseri ation of Coastal Trading 

These eiamples will be sufficient to show the great interest that 
the different governments take m the promotion of the shipping 
industry flying the national flag • 

Turning now to the case of India u stands to reason that thi» 
great country with her enormous re«ources in iron steel and other 
building materials should be able to develop her own shipping 
industry with adequate Stale assistance Mr Haji calculated in 
1921 22 that the total freight paid by India on the import and export 
trade of the country amounted to about 64 5 crores of rupees molud 
ing Rs 12 crores which was earned on the coastal trade of the country 
If to this ne add a rough estimate of passenger fare at the rate of 
Rs 1000 per passenger we get another Rs 2 4 crores Adding the 
two the total gro'is earnings of the mercantile marine engaged m 
Indian trade come up to a little over Rs 67 crores annually This huge 
dram of wealth from India is not the whole of the story t The way 
that the freights are determined has often been a subject matter of 
complaint It was openly complained for instance by Lala HarLishen 
Lai 111 course of his evidence before the Indian Fiscal Commi'^sion 
that the foreign steamship companies give preferential treatment to 
foreign exporting houses as against Indians engaged in that line 
with the result that it was impossible for India to take part in a 
very profitable branch of bnsmess Similarly in the matter of port 
service there is good deal of discrimination or disadvantage from 

*Foramore detailed information on this subject see S N Han Ecoiomic»of 
<SAippin3(1924) Chapter X 

tOut of the total shinpmt earumgs est mated at Es 67 crores per annum 
tl e monetary dra n from India amounts to Ea 60 crores he ng Es 8 crores in 
coastal tramc Es 88 crores in sea home trafiic anl Ea 8 ciores in passenger 
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^3>icb Indian concenif* nro made to suffei lurther tlic fact that 
tlio shipping !«: m foreign hands is also reaponsihlo for Hic fact that 
an important ft\onue of omplojment foi (Hliicntcd iikI enterprising 
Indians is closed to them Fmallj it is nolMnown that tho profits 
of ships contrihiito in a Urge measnie to the stnhihlj of tho 
exchange 

Ml Hhji Lstimatod m 1024 that at out oO lakhs tons of caigo nro 
nnnitalh earned hy ships along tho coast of India and that India’s 
share m this huge traffic imonntcd enl 3 to aboiit IS per cent In 
view of tho fact that almost all modern countries have reserved 
then cnistal traffic to national shipping* tho following estimate 
whuli was subraittcl bv tho Srinthi bteam Vavigation Co Ltd to 
the Tndun Meieantile Marine Committoo on tho total cost of nerr 
In Uan owned vessoU noressarv to reserve tic passrncci and cargo 
tnifo along tho coast of India (» vessels of the Indian mcrcfliitilo 
marine will ho read with interest 

To handle oO laUi' of tons of < irgo w ouli! ie<|iurc an annual 
cmplojnicnt of \ vleavKeiglit tonnage aiuonutuig to about 60 lakhs 
Taking an av ernge steamer to be of COOO tons this uieniis the emploj 
ment of 1000 etevnieiB Thus 


12 Passeiigei teameis tor ti&lbr in the Bnv of Bengal 
at ail aveiage price ot 15 lakhs each 
‘t Faeecufer eteasiers between Karachi nnl Bonihas 
atPs 16 lakhs each 

.OFassengei steameis m addition to ferii boata tor 
the katnchi Bombay Konkan coast tin (tanoiis 
sires) 

Rivei I assetgei sei'viceB 

100 Cargo eteamets ol a aveiage size of 7900 tons I w 

at Es 11 •’o 000 each 

Barges Launches tendeie t ig« tackle in vanois 
small ports 


Bs 

1 8000000 
IsOOOOO 

lOOOOOOO 

1 ooooooo 

11 ■‘jOOOOO 

1 ooooooo 


ks r 
0 0 
0 0 

0 0 
0 0 

0 0 

0 0 


Total Rs 1C &0 00 000 0 0 

It will be seen that the total capital outlay required for the 
cninplete Tndianisation of the co^&tal traffic of India is onlj 

Rs 166000000 ift approximately one tenth of tho amount of Es IDO 


'A recent League of Kationa enqu iv levewUd that 27 out of IS i 
CO allies hare resene I thoir cijastal trade to aaliooRl shipp ng 
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erores recently provided for by the Government of India for the 
development of Indian Railways Besides, even this cost will be 
substantially reduced if carco tonnage not more than five years old 
were purchased to meet the coastal requirements of India • This 
applies only to coastal traffic, both passenger and freight If the 
building of these ships is spread over a period of five years the cost 
to be incurred each year will oertamly come within a figure not 
absolutely beyond the capacity of India to bear 

As regards ocean going traffic, Mr Haji estimates that judging 
only from the figures of the 5 major ports of Karachi, Bombay, 
Madras Calcutta and Rangoon the traffic amounts to about 120 lakhs 
of tons per year only 2 per cent of the ships engaged in this trade 
being on the Indian Register Here also there is a great scope for 
Indian participation in the bu«ines3 provided that the Government of 
India also follow the example of the other governments and organize 
a sufficient and adequate system of bounties and other forms of 
State help This would no doubt involve a very widespread system 
of control and regulation There is for instance questions of freights 
of deferred rebates, of possible rate-war, of suitable maiine insurancet 
and so on , all these will have to be effectively regulated in the 
interest of India before any active policy of encouraging the shipping 
industry may prove successful It should be one of the most 
important tasks of the planning authority to take up this question 
and initiate a suitable scheme of building up India’s national shipping 
industry 

THE AUJOilOBILh INDUbfRY 

The question of starting an automobile industry in India has 
received a great deal of attention in the Congress scheme of 
industrial planning Sir M Visvesvaraya has taken a leading part 
in pushing forward the scheme of automobile manufacture m India 


•Haji Eionomics of Shipping, 192^ p 374 

tThe European insurance companies TioiViug m India appear to follow a 
policj which practicallj operates against Indian interests Snips with Llojds 
100 A1 certificates and regarded, irrespective of Indian ownership as first-class 
mis tie experts <71 EoQUon are secoao Class oj cne insurance sgencj 

in India solely on the ground ol their Indian ownership thus indicating an 
antagonistic spirit which would never be tolerated in any self governing countrj 
To prove this point Mr Haji quotes the following classifications of steamers by 
Marine Insurance Agents at Earacbi — 


FJEST CLASS — All those not daeaed Second ’ or ‘Thud ' 

SECOND CLASS —All Indian owned and/or managed and/or chartered 
steamers other than those speciallj classified as third class 
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It IS hi« opinion that India offers e:ieat possibilities for tie mami- 
factnre of automobiles The manfacltire of automobiles is supported 
on the further ground that it is neces-ary in the national interest 
because the manufacture of motor is not onh bv itself a ker 
mdnstn but is of the greatest importance m a scheme of national 
defence If it is possible to manufacture motor it would not oulv be so 
much easier to manufacture automobiles bur also to manufacture 
Steamships aeroplanes and ihe electrical plant for the Leav> ludu'tnes 
The manutacture of motor thus has an economic a« well as a 
strategic ralne and for this reason the e\|ienditiire that may be incur- 
red on the manufacture of motor she il i not be ragarded purely as a 
business investment 

It is however claimed that the manufacture of motor-cars is 
an economic proposition in India lodia of cour»e is still vert 
far from the \mericau standard where t here is a motor-car for evert 
fir e persons In other words the whole population of the United 
States can be carried m her motorcars alone India is & poor 
country but even as she i' there is a considerable field awaiting her 
in the sphere of tho manufacture of automobile- As the mdustnah- 
zation of the country proceeds India will rctjaire to strengthen hei 
resources m commercial transport and to extend the me of motor 
ploughs and tracton in the fields and trucks to carry the produce 
It i«, therefore not an exaggeration to say that having regard to the 
vast size of the country there is no limit to the possibilitis of the 
use of motor vehicles for private as well a? comTnercial purposes 
The revenue duty on the import of motor-cars is already so high 
that if an industry is started in tho country itself it will ect a 
protective wall If together with this a drawback of the revenue 
duty were allowed on the material* required for the mauufactare of 
automobilea which cannot be made m ludia there should be even 
reason to expect a rapid development of this industry It is true that 
India may have to import the requisite technical skill from other 
countries but where such skill is not locally available there is no 
harm in secunng the «emces of foreign experts provided that these 
experts are not given any predominant po'=ition in the industry or 
allowed to acquire any vested mterests in it, and are required to tram 
up a number of Indians as a part of the contract 
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The total number of motor vehide< in actual u«e in India cannot 
be stated exactly Two fact however can be mentioned without any 
possibility of error One is that the number of such vehicles is verv 
small compared to the total population and needs of India Secondly 
there has been a remarhable increase m the import of these vehicle 
since 1913 14 In that rear the total number of motor cars imported 
into India was whereas in I<137-3S the figure wa® 15 697 The 
peah had however been reached m the veai^ 3 n«t preceding the de- 
pression In 19'2o-19 the total import« of motor-cars numbered 19 d67 
and in the following vear 17 399 In 1937-SS the total number of 
omnibuses vans and lomes imported amounted to 15 077 of which 
about 90 per cent were chassis The total number of motor vehicles 
registered in British India up to 31st March 1934 was 202 9o0 of 
which 141416 were motor-car^ and tarn cabs 40427 were heavy 
motor vehicle^ and 21 IIS were motor cycles includmg scooters and 
auto wheels. These figures show that there is one motor vehicle for 
1721 person* if we take the motor-cars only (includmg taxi cab ) 
then there IS oiilv one motorcar for 247o per'ons— as agam«t one 
motocar for five per ons in the United States This indicates the 
potential market that exists in the country * 

In this connection it may be interesting to refer to a recent 
controveiNV between Mr D E Gongh the Indian representative in 
Bombav of the General Motor Traders and Mannfacturers Ltd of 
London and Sir M Tiscesvaraya In a 'itatement issued in Bombay 
in January 1939 Mr Gough eipre* ed the view tliat it was better 
for India to buy motor cars than build them He quoted from a 
report of the Australian Tanff Board which he said had expressed 
itself against the idea of manufacturing motor-cars in Australia 
and declared that ino*t of the conditions which induced the Au*tra 
ban Tariff Board to form this opinion were equally applicable to India 
Sir M Visvesvaraya m his repply to Mr Gough reminded him of 
the reception given to the report of the Tanff Board by the Govern 
ment and the public of Australia The AD«dX3iv5a GiraramACt 
rejected the report of the Board and Mr White Minister of Custom* 


In recent years there seems actnidly to have been * deterioration The 
latest issue (19S*) of the ^r<w r/'rtr Ihrrfeq/'/nrf a ealcnlafes Ihennmberof 
Kll clas‘>ea of motor rehicles rnmmiR in the different j romnees of British Ind a 
i 146 4 *9 of wh eh motor car« inclnd ni: taxi cabs 
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organize a factory for manufaetanag aeroplane® In the answer to a 
qne3*^ion pnt by JTr Lalchand 'Vavalrai in the Central Assembly 
on the 17th Augn^t, 19^ ilr A. G Clow, Member for Conranmca- 
tions GoTemmeat of India «tated that a general investigation of 
the po^ble tL.e of Indian components in air-craft construction was 
not likely to be of value because altbongh «ome of th“ raw matenals 
from which manufactured articles were made were found and 
produced in India, very compbcated preceding was required for 
practically all the matenals uaM m air-craft construction which 
could not at pre ent be earned out in India He added that even 
*0 far as the hasic matenals were concerned the enquiry into the 
suitability of the Indian timber for the purpo e of air-craft construe 
tioa and repairs which were m progress had not given promismg 
results so far He however pointed out that though no aeroplanes 
had been constructed in the countiy a small number of aeroplanes had 
been as embled and re-budt m India from imported manufactured 
parts 'To Indian matenals he repeated, bad been n_ed because 
the procesmg of raw matenals was not earned out m India and no 
material could be u ed in the construction of aeroplanes nnle s it 
complied with the approved specifications Finally be expre^^edthe 
opinion that «elf-«afficieDcy irre^pectire of co«t was not an ideal to 
be aimed at. 

As against this depre mg picture about the possibilities of 
manufactnnng air-craft in India we can compare the efforts that 
have been made by the De HaviUand Aircraft Co L*d, of South 
Afnca. This company which has the record of a pioneer in South 
Afneau civil aviation and has b“en to a large extent re ponsible for 
the spread of the light plane club movement has already sold about 
200 machines m South and East Afnca 75 per cent of its shares are 
held by South Afncan investors Within the next few months a new 
air-craft factory will b“ established in the Union- The company 
aims at building efficient maclunes for instance the Moth 
Minor at a low co«t to suit the increasing demands of civil 
aTiaVioTi- But Jl£<th ifmor is hat a low wing monoplane of 
•imple design equipped with 90 h-p engine with a cmismg speed 
of lCk> to 115 miles per hour for the open and clo'-ed types respec 
lively The factory will make a comparatively small beginning 
The construction policy has already been decided on and this 
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buildinfr ofshipg is not only a matter of commercial concern but 
One of national policy SnfQcient has been said to indicate that 
India has a growing demand for aircraft, and as the country, being’ 
of large distances is peculiarly suited to the use of aeroplanes not 
only for ordinary purposes of transport but for military reasons 
the necessity for manufactunng the air-craft that India requires 
within the country itsolf cannot be too much emphasized The 
country is not lacking in scientists and technologists and there is no- 
reason why the existing deficiencies in the matter of processing 
referred to by the Communications Member should not be capable of 
being corrected 


§4 

MICHIKE JNDUSTPJES 

India has to depend largely on foreign machinery for the 
development of her industries In the year 1933-94 the total imports 
of machinery and miHwork were valued at Ife 12 77 lakhs of which 
about half (R& 5 89 lakhs) were accounted for by sugar and cotton 
machinery All kinds of machinery and millwork figure m the 
imports from prime movers to typewriters It should be one of 
the duties of the planning authority to encourage the manufacture 
of machines within the country So long, however as it may not 
be possible for India to manufacture tbs machines there should be 
reciprocal trade agreements -which should provide for the exchange 
of the surplus produce of India for such machinery and millwork 
It should be arranged that for an initial period, say 10 
years the imports of such machineiy should be admitted free of 
duty 

The importance that is attached to the production of machines 
IS seen from the d6\eIopment of the U S S R In 1928 the total 
value of machines and agncultural machinery amounted to 1,122 
million roubles -while in 1931 the value had increased to 6,527 million 
roubles calculated at 1926 27 pnees In other words during these 
four years Russia under the Five-Year Plan increased her machine 
production by about 450 per cent There is no doubt that this 
remarkable increase of the production of capital equipment resulted 
in some want of balance and overcapacity in the heavy industries 
What is wanted to emphasize here is the fact that without proper 
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attention beingpaid to the tlo^elopment ofhcaij inrfii«»nes :t will 
be much too co^tlj for India to proceed to implement the Industrial 
Plan with the help of imported machinerj Of couiso it choiild bo 
one of the duties of the planning authontj not onlj to regulate tho 
siipplj of skilled labour forces but also to co ordmoto the production 
of industrial equipment so that the conutry might not be confronted 
with the problem of idle and unfinished plants for which no demand 
in the country might exist Actually there is little cau«o for 
immediate anxiety at such a proepact becan*-? for 5 cars to come the 
demand for capital equipment in the country is bound to increase, 
if vro might be permitted to use tho expression in geometneal pro 
grcssion 

EUcbical Indu'-b}] 

India nhich is the home of mica should also bo the home of 
the electrical industry At present there are only about half a 
dozen concerns manufacturing electric lamp'' but the total output 
of these concerns uhich conies to about n» 18 lakbs a year is 
estimated to be only fiSpercent of the total demand of India In 
1937 38 India imported lbs 57 62 223 worth of electric lamps 
Similarly m that year tho imports of electric fans were \alued at 
Sw 31 07 142 Apart from these products of electricity the industry 
has a great future in other directions for example in the manufac- 
ture of power plants and clcctncal machineries of all kinds The 
planning authority will haio to organize with the aid of the scientists 
and that of the country’s copitaUsts the daiolopmeul of the electrical 
industry m the country on a large scale From hydro-electric 
installation to the manufacture of electric switches the industry will 
be of the highest national significance The further de\ elopment 
of the whole of tho rural economy of India depends on tho introduc- 
tion of cheap electricity and one of the fundamental go\eming 
factors would be the manufactnre dS eiectnesi mschtaenes end equip 
ments of all kinds 


§e 

CHElncAt INDUSIBItS 

The importance of chemistry for industrial dei elopment cannot 
be exaggerated The d«\elopment of many of our existing 
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industrios depends primarily on tho aid of chemistry It has played a 
dominant part for instance in the development of the textile 
industry m recent years • Similarly the dye stuff industry la now 
wholly dependent on chemistry Though this industry is probably 
the most complicated industry inexistence yet it is said to require 
vory few starting products and the plant involved is comparatively 
simple Coal may be cited as an example By products derived 
from it are not at present fully utilized in India. Practically nothing 
IS derived from coal except cohe, tar and coal gas all other valuable 
byo products being wasted By the distillation of coal tar over 
200 products have been isolated These include Benzene Napthalene 
and Anthracene and to a lesser extent Phenol the Cresoles Xylene 
and Carbazol — which are of importance in tho manufacture of dje 
stuff It has been rightly pointed out that the establishment of a 
tar distillation plant would lay the foundation stone of the manu 
faoturo of dje stuffs and in addition would lead to the establishment 
of a number of other indu«tnes such as the preparation of disinfeo 
tants wood preservative* motor fuels fine chemicals pharmaceuti 
cals photographs, synthetic resins synthetic tannins solvents and 
the like + It is not that talent is not available In fact Dr B 0 Guha 
has pointed out that for tho starting of many chemical industries 
talent is available in the country Eaw materials and sources of power 
are also available Experience has also shown that many machmenes 
can be made according to design wiihm the country "What is most 
important is that there should bo the requisite contact between 
scientists and industrialists The development of the departments 
of Applied Chemi-itry is a costly affair and it may be to the advantage 
of the respective Universities to co ordinate the teaching of the 
applied sciences The Universities will do better if they direct their 
research programmes mainly on the problems of local industries 


• The complete elucidation of the etructure of cellulose and all the const 

tuenta of s Ik and vool has guen tho f-rocesser a inowledge of the nature of 

the taw materials which has enabled mm to achieve a closer approach to his 

ideal of producing a desired rosilt in feel and appearance without prejud ee to 

fibre strength Eegenerating cellulose and a vanetj of other synthetic notes 
individually and in admixture with tue natural hotes nave opened up a new 
range of attractive fabrics See paper by Dr B E Forster and Dr K Venkata 
raman contributed to the 26th session of the Ind an Science Congress 
1938 


fEven without a tar d stiilst on indnstrj sifficient Benzene can be obtained 

by sir pping coal gas and Napthalene can be easily imported and with these two 
raw products a very large number of dyes can be manufactured 
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For this reason close co-operation should be eastablished betireen 
the University and the Provincial Department of Industries The 
m-shtution by the University of Bombay of a department of textile 
chemistry is rightly regarded m that province as the first step to 
bring the largest Indian industry into live contact with chemistrj' and 
chemists 

So tar as tho heavy chemicals namely concentrated ‘lulphuric 
acid, nitric acid and hydrochloric acid are concerned thoy arc already 
being manufactured in India and boveral factories for tho manu- 
facture of sodium hydroxide and sodium carbonate arc in the course 
of erection There ore at present over a dozen largo scale 
factories spread all o\cr the countrv mauafactunng hsdrochlonc and 
nitric acid, copper «ulphato iron sulphate magnesium sulphate, 
mtrio alum aad superphosphates Sulphuric acid is a very important 
chemical upon which depends the progre-^ of many industries It 
has been rightly said that tho amount ot sulphuno acid manufactured 
in a country is an indication ot its indiutnal development But even 
now Inrgo quantities ot sulphuric acid e«peciall5 of the pure quality 
continue to be imported 

It may further be a«%umed that with the development of the 
electrical industry, the chemical industry will alao receive a great 
impetus But the mdustnal plan will require a much more accele- 
rated pace of development and a larger scale of output There are 
many chemical products which aro either not utilized properly or 
not at all Nor must w© ignore the relationship of agricultural 
products to chemical industries This relationship is due to the fact 
that, m the first place, chemical manures would be a cheaper and 
perhaps more effective substitute for the present wasteful methods, 
and on the other, some of the agncultural products are required as 
raw materials in certain chemical industne^ The utilization, of 
molasses, for instance, IS one of the most urgent problems that faces 
the sugar mdustry Ihe prorfnction of indiistnaf afeofiof is perhaps 
the only solution of this problem but the use of this alcohol as motor 
fuel mixed with petrol will depend upon the central authority. 
Similarly, many chemical industries can be developed out of forest 
produce, for instance, the manufacture of paper The manufacture 
of lac can also be referred to m this connection Bihar and the 
Central Provinces provide for the major portion of lac in India 
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Ths pnca of lac and shellac depeoda mainly upon foreig’c demand 
and IS regulated by quotations m the London market Yet India 
holds the virtual monopoly of lac as she produces between 12 to 16 
lakhs of maunds out of the total world production of 14 to 16 lakhs 
of maunds e\ ery year But so disorganized is the state of produc 
tion in the lac industry (as in many other industries) that though 
there has been no evidence of any shrinkage of the world demand 
for lao there has been a sharp fall in its price since 1934 The indus 
tries into which shellac enters are many and \ aned The most 
important is the gramophone record industry which absorbs 30 to 
35 per cent of the produce the electrical paint and varnish industries 
which ntihze about 35 per cent and the hatting trade about 10 per 
cent * Tor the time being on account of the competition offered 
by certain substitutes for shellac the lac industry has been hit with 
regard to its use in certain uidastnes for instance in the electncal 
industry Similarly, lac is also being displaced by synthetic dyes 
"With the development of the heavy industries however shellac 
would be required on a large scale 

I confess that in the few preceding paragraphs I have had to 
be satisSed with a very scrappy treatment of a number of difficult 
subjects I hare oolj attempted to set the mam outline of the 
problems Fortunately there are in India men qualified and compe 
tant to speak with authority on the vanous questions discussed 
above Their opinion mil no doubt be sought and their aid enlisted 
m the great task of planning This chapter should therefore be 
regarded as only a preliminary to that effort 


•Cf the ilale# nan Indian Indiutna Sup^ment April 29 1939 p 6 
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SMALL ca)TISTErE3 


^ 1 

TTPE3 OF tSUraTOIEa 

For the ptirpo-es of pUnams mdastnea are usuallr divided 
into large scale or major mdns’ne' netUum *Tzed mdustnes and 
small mda>tnefl Again '■nail mdtii'nej> are cia^sided mto ‘■•mall 
poTTw or factory indui'nes and Cottage mdostnes In the previous 
chapter the CA«e of the organized, that u. the major or the large 
scale mdnistne* ha> been discussed In thi* chapter attention 
Trill be mainly confined to the me<liam>'ized, «mtll and cottage 
indnstrie- 

So far as the medium-sized industries are concerned it is 
evident that no clear<Qt line can be drawn between the large scale 
uidu**-ne3 and the mdostnes which are earned on m small establish- 
ments The difi'erence is one of degree The large scale industries 
operate on a big scale and for that reason present problems which are 
somewhat different from those of the industries which are earned 
on On a small scale For instance, the problem of finance, the problem 
of marketing and the problem of management are somewhat different 
m the two types of industry 

Similarly, the difference between the medinm— ized and small 
mdostnes IS one of degree The problems al'O are much the same, 
with only this difference, perhaps, tha*^ the medinm-eized industries 
mate n-^e of mechanical and electric power to a more subatantial 
extent than the small indnstnes In many cases the small mdnstnes 
are of the manual tjrpe, with little nse of machinery, where the 
workers work mostly with "iinple tools and implements Again the 
-mall industries can be earned on m cottages on a joint family or 
36 
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partnership basis So far as the cottage industries proper are 
concerned, the worker works m his own cottage or home and owns 
the capital and other means of production, at least in part, whereas 
the workers in the small indnstnes are mostly wage-earners 
working in accordance with the directions given by the employer or 
employers 

Tinder these circumstances it will be more convenient if all 
these industries, namely, the medium-sized, small and cottage 
indnstnes are lumped together under one ca.tegory and treated as 
“small indnstnes’’ Accordingly, the small indnstnes would include 
(1) the smaller factory industnes, (2) workshop industries and (3) 
cottage industnes It would be convenient if instead of attempting 
any theoretical demarcation between these three classes of industnes 
the distinction were explained by means of examples Thus, the 
factory industnes will include on the one hand many of the organi- 
zed industnes which can be earned on on a large scale but which, m 
point of fact, are earned ou m small establishments and on the 
other, those industnes which from the very nature of the industnes 
have to be earned on in small establishments They thus mclnde 
a large vanety of firms, factones and mills, e g nee, Hour and oil 
mills, cotton gms and presses, soap and match factones many 
chemical indnstnes bnck and tile works, glass industry, pnnting 
presses etc These industnes resemble the large scale industnes 
in organization because they employ modem machinery and methods 
of production and a large number of workers The capital that 
they require is also large, though not so large as in the case of the 
large scale industnes Usually the capital is contnbuted by a single 
proprietor or by a joint family or by a small group of partners, 
whether on a partnership basis or in the form of shareholders 
of a pnvate company with limited liability Secondly, the small 
or workshop and cottage industnes include such industnes as band- 
loom weaving, brass and bell metal ware, gold and silver thread 
gur making, carpet weaving, basket and toy making, dairy and 
poultry farming, oil crushing pottery etc Most of the workshop 
industnes are in the hands of the master-craftsmen who employ 
junior artisans usually on piece rates, supply them with the necessary 
raw matenal and pay them wages, providing the necessary capital 
and undertaking the marketing of the finished goods In the cottage 
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industries the workers might either work on their own with the 
heJp of the momhers of their /amilies or uinler contract with ma'^ter 

craftsmen who distribute raw matenals and pay the workers at piece 
rales * 

It IS not to bo supposed that tho medium sized mdustrj is 
always at a disadianlago with ]ar«:e scale mduslriea from the 
point of MOW of financial returns The size of an industry does, not 
in ilself bring greater earning power A. recent m\estigatiou con 
ducted in the United States showed that it was not the largest 
firms that gave the best average profits t Where business talent is 
admittedly ditficult to secure small sized mdiistrios are expected to 
do better than larger establishments which are difficult to organize 
and control It is easier to get suitable leadership for smaller con 
cerns than it IS for giant, iindenakmgs This applies with particular 
force to a country hie India Training for a business career is 
madeiiuate m the country and business traditions aUo are only 
slowly growing up The disadvantages from which the smaller 
industrial unit IS said to suffer can bo to a great extent remoted by 
suitable cooperatt\0 organization both as regard? the purc.hasfi 
of raw materials and the sale of the finished products There can 
also be a great deal of co opnration in the matter of research 
appertaining to a particular industry The jute mill industry of 
Bengal have already set an example ID this direction In a similar 
fashion the smaller indn.stnes al.to can combine for such co-operatii e 
action What, is true of the medium sized industries is also to a 
certain extent true of the cottage or small industnos In fact, the 
problems facing the two are very much similar With tho increasing 
mdustmlization of tho country and with tho development of power 
resources in every province tho size of the cottage industries is 
likely to become larger in future At the same time with the deglo 
meration of existing industries the prevailing hues of demarcation 
hstjreeis ns^nisi siced dnif small mdustnes are iikei'y to be fess 
and less apparent 

■The authonsiDjebtsMl for tbi9classific«»ion to Messrs L Samant and 
M A Unity Or^aiutnlion and Finonre o/Ziw/iafrif* t« //wfjo (1937) Chapter X 
May ^ ® S“*a“er3 lo the t»i«r/cWy /oiirHal s/Tconowirs 
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§2 

PROBLEM OF COMPETITIOV 

The most important question that has to be answered in relation 
to the small scale industries is their chance* of survival against the 
competition offered by the biff industries not only of India but also of 
other countries For the present, the small industnes in the aggregate 
occupy too important a position in the economic life of the country to 
be seriously threatened by the competition of big industries either now 
or in the near future, that is if the present rate of progress is 
maintained The statistics that have been presented in Chapter 
XVII must have been sufficient to disclose the slow pace of our 
industrial development and the fact that the size of our industries is on 
the average small More significant stiUis the fact that the average size 
of Indianinduatnes has been getting smaller, from the point of view of 
the average paid up capital during the last decade It has also been 
pointed out that, according to recent estimates as against a million and 
a half engaged in the organized industries, that is, industries which 
are subject to the Factory Act there are over 13 million persons 
engaged in other and smaller industries It is thus evident that so 
far as the present circumstances go the small industry is more than 
holding its own against its big rivals But it is one of the tasks of 
planning to alter these circumstances in order to provide for a more 
rapid industrialization of the country In other words, the Plan 
would contemplate a quickening of the pace of industnal progress 
by establishing large scale mdostrios wherever it is to the nation’s 
interest to do so In other words, if this object of the Plan is fulfilled 
the question of the proper spheres of the large scale and the 
small scale industries is bound to arme Shall the large scale 
industries and the small scale industries compete for the same market 
or shall they have separate well defined markets for which to 
cater? 

The question put m this form, carries its own answer 

ObvmuidY u, 

any wasteful competition between the two types of industry Some 
demarcation of markets is therefore inherent in the problem of 
planning, for if it were a case of free and unrestricted competition 
the small-scale industnes in most cases wdl have to go to the wall 
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HBamst the iineiiiml comptlilion ot the larco >ndiislno« end shore (ho 
same fate which (ell to manj of the well known industries ot India 
when they had been confronletl With tlio chc.ip factory made cocci'* 

of thfi -West In other wonU the plannmc nuthonty should so 
control the de\ elopment of the two types of industrj that thej mipht 
be treated as coparceners m a common destiny This moans that 
their relations would bo atwofoltlono In tho first place the hic 
industry and the small one mav supplement each other Tho bpin 
nine null for instance maysfupply jam to the hand-loom worher 
for the manufacture of fabnes which the mill cannot or will not 
produce Secondly the markets of the two tjpos of industry maj bo 
made more or less independent of each other The small mdustnes 
might specialize in those articles which do not casilj lend themsel\e< 
to the processes of mass production or heto only a purely local 
demand It would howorer take a fanJy lent: time to establish 
this kind of CO ordination between tho large scale and tho small 
sized mdustnes As it is, there w bound to be for «ome time to 
come some overlapping of the two types of industry Tho circums 
tanees of each province the existing shjness of capital tho wint of 
capable entrepreneurs the poor purchasing power of themasses— 
these set hmits to the size of an average industry Naturally we 
shall have to be content for some time to come with a large number 
of small mdustnes producing articles which later on will be capable 
of being produced under the conditions of large scale production 
Such are the mdustnes for instance of the manufacture of matches 
soap glass and glass wares which at present are earned on in 
medium seized establishments Considered m this sense there is a 
great scope for the development of such industries in the present 
circumstances The match indnrtry for example has developed 
rapidly under a protective tanff and the imports of matches have 
been reduced to negligible proportions Similarly the output of 
ihe 61JSCP miitrstry ias also mcreased in recent years and the imports 
of foreign soap have diminished remarkably The glass industry 
which IS also a protected industry is not doing so woll because of the 
inadequacy of protection and the dependence of the industry on 
foreign raw materials Yet it is a developing industry and the figures 
of foreign imports «how that there is yet a great room of development 
m this industry in India Theso are only some of the typical 
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industries which have great possibilities in the country There are 
numerous other industries which hkeivise have great scope for 
development provided they get suitable assistance and facilities for 
such development 

Similarly in the case of the cottage industries it is inevitable 
that there should be competition between them and the factory 
Industries Thus reference has already been made to the fact that 
a friendly co operation between the textile mills and the hand loom 
weaver is not impossible There is however the possibility of com 
petition for several complaints have been received at successive 
sessions of the Industries Conference regarding competition between 
mill and hand loom products It will be the duty of the planning 
authority to restrict the scope of such competition and for the time 
being such restriction must necessanly operate to the advantage of 
the weaker and more numerous party namely the cottage workers 
The best arrangement would be (o lainimire the possibilities of such 
competition by a careful planning of the industries including the 
location of such industries 


§3 

ORGANIZATION 

The problem of the organization of the small scale industries 
may be studied from the productive as well as the distributive side 
The successive Industries Conferences have brought to light many 
of the defects to which these mdustnes are subject in regard to both 
those aspects Thus the general complaint of the hand loom industry 
has been as already pointed out their inability to compete with the 
mill products There are many reasons why this is so The hand 
loom products are not properly finished and the installation of 
calendering and finishing plans and of bleaching apparatus is beyond 
the capacity of most of the weavers Again the weavers have to 
purchase their raw materials sometimes at prices which are too high 
for the industry Thus it has been calculated by the Textile Expert 
to the Government of Madras that the import duty on yarn tends 
to increase the price of hand loom cloths by as much as 20 to 25 per 
cent The weavers as yet have no continuous employment in most 
of the provinces which also to a certain extent is responsible for 
the increase in the cost of hand loom products Again it has been 
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the ezpenence of Bombay that the ■weavers of the province could 
hardly earn four annas a day as weaving wages in producing usual 
qualities of cloths on account of overproduction and consequent 
reduction in rates On the other hand there is a great scope for the 
introduction of new de«igns and for the variegation of the hand-loom 
products Certain provincca have appointed expert designers to help 
the weavers with nev- designs Thus the Bombay Textile Designer 
introduced about 140 designs in 1937 and the Bengal Designer intro- 
duced about 120 designs most of which have been succe«-.fiilly adopted 
by the weaving community There is a great possibility for co- 
operative organization in this as in many other cottage industries 
By co-operative eCTuxl facilities hitherto unobtainable may be secured 
for the purchase of raw matena!" of improved appliance* of 
technological knowledge and the marketing of the finished products, 
Wherever co operative orgauizaiious of thus type have been working 
they have proved a success though the limued scale of the^e efforts 
has naturally evoked cnticism and in «ome ca«es has been respon- 
sible for rousing antagonisms in the local areas Thus the United 
Provinces reported m 1937 that the average income of the weavers 
working for the Barabanb Stores was almo't double the nsual earn- 
ings of others, they had been relieved of the burden of buying the 
raw matenal and marketing the finished product and consequently 
of the risks of market fioctoatioos Their work also has been of a 
continuous nature But the Stores bad to face the antagonism of 
the middlemen who had been doing all they could to poison the 
minds of the weavers As all the weavers at the centre could not 
be brought within the fold of the Stores, the jealousy of the majonty 
against their more fortunate brethren had given the middlemen a 
good handle One advantage of co operative or joint organization u 
that the different organizations could specialize in different kinds of 
products Thus, again taking the United Provinces as the example, 
one store developed the weaving of tov^Is and of npiolsfery eJntbs, 
another centre specialised in gauze, jaconet and bandage cloth, subs- 
tantially assisted by the patronage of the Government Press, the 
iledical College and other civil hospitaLs, a third centre produced 
artificial silk good& and so on All these centres have not been orga 
mzed as yet on the co-operative basis, but it is expected that before 
long they will be ba«cd on tho co-operatrve model 
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So far as the internal organization of the weavers is concerned, 
the most important problem is of course the problem of marketing 
Here again we may refer to the hand-loom industry The problem of 
marketing includes three inter related problems (1) The question 
of competition among the weavers and exploitation by the middle- 
men, (2) the question of competition between the mills and the 
weavers and (3) the question of extending the market for the hand- 
loom products So far as the first qnestion is concerned, examples of 
cut throat competition as among the weavers are by no means rare 
Such competition is often forced by the middlemen Thus the 
weavers in Blau which is the biggest hand-loom centre in the United 
Provinces have been found to engage in cut-throat competition 
which leads to detenoration in quality The competition 
among the weavers is further stimulated by the arhaUas who accept 
orders at low rates and force those prices on weavers who depend on 
them for business The only solution seems to be to organize the 
weaving community in co-operative groups and help them with 
suitable assistance in regard to the vanous problems which they have 
to face So far as the second question is concerned, that of competi- 
tion of mill products with the hand-loom prodnets, suggestions have 
been made for legislative prohibition restricting the mills from weav- 
ing cloths with yam of counts below a certain limit Such legislative 
aid has been regarded as impracticable In any case, the planning 
authority will certainly have to secure a rough demarcation of the 
production of the mills and the hand-loome and the regulation of 
the classes of fabrics to be produced by each The authority must 
also see that the weavers are supplied with yam at cheap rates and 
work with cheap and economical appliances As regards the main 
question, that of marketing, the greatest attention should be paid to 
this aspect of the problem If there is any single problem affecting 
the small and the cottage industries of tha country, it is that of 
marketing Here also there is a great room for co-operative effort, 
but it is also a fit case for the active assistance of the Government 
The mere opening of a few sales depots is not sufficient. The problem 
is to give continuous work to the weavers and thereby to reduce the 
cost of labour and to increase the purchasing power of the workers 
The aims and objects ofthe Bombay District Industrial Co-operative 
Associations may be quoted in this connection as a fairly accurate 
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descnption of the problems of marketing These objects are (i) the 
supply of improTcd appliances on a hire-purchase ssstem or other- 
■wise, (ii) the supply of raw materials at reasonable rates (in) advising 
patterns and designs (u’) the undertaking of preparatory and finishing 
processes as well as dyeing and printing and (v) the acceptance of, 
on consignment account against partial payment hand-loom products 
from weavers and the purchase outright of such products and their 
sale These objects could be implemented as m the Punjab, by 
employing the weavers directly for the execution of orders received 
through buying agents and by increasing the scope of their work by 
giving latest and marketable designs It ha-* been reported that in 
certain parts of the Punjab the weavers used to get work only for 
125 to 150 days during the year but since the introduction of the 
marketing scheme they are now able to secure work for over 300 days 
during the year and the earnings of weavers m certain areas have 
mote&sed by over 100 per cent Another problem of marketing is 
that of standardization Lack of standardization often operates as 
a handicap in the way of the dealers placing orders for the hand- 
loom products and a wide extension of the market will certainly be 
difficult without a proper standardization of the products How 
wide the market for hand-loom products particularly of the specia- 
lized types, can be is not easily reahsed It is well-known that many 
of the fine fabrics produced m India formerly found ready sale in 
Europe and elsewhere and the remnants of such markets are even 
now discernible m certain cases- Such prodnets used to be hawked 
by itinerant traders? from India going out of the country and selling 
goods directly at a considerable margin of profit Snoh markets 
have now been lost to a great extent on account of the prohibition 
of such trading m the countries concerned Snoh markets, however, 
even now exist and can not only be preserved but even extended 
with suitable State assistance and specialization of production Thus, 
Eihar iit textulav have. a. 6<iad.mrix\.<it.«L¥e.w •w’b.vila 

m 1936-37 increased by 100 per cent compared to the previous year 
The British market too, increased though not in the same proportion 
Products of other provinces also found valuable overseas markets 
Such markets are undoubtedly capable of further extension 

In the preceding paragraphs the case of the hand-loom mdustry 
which IS by far tbe largest cottage industry in the country has been 
37 
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studied To a great extent problems of this industry are tsiiical of 
the whole range of India s cottage industries Technical efficiency in 
production delimitation of markets as between the largo factory and 
the small industries standardization specialization of production 
marketing facilities — these are the most important of the common 
problems that face the small industries 

Generally speaking these are also the problems of the smaller 
factory or workshop industries A primary need howeveri in the 
case of such industries is that of adequate technological training 
The planning of these industries will require m the first place the 
consideration of the optimum size of such industries as in the case of 
the large industries and the adequate provision of technical skill and 
direction in the organization of such industnes The first question 
can be determined only after there has been a thorough survey of 
the existing industries and of the potentialities of new industries 
The survey should include not only the existing capital equipment 
of the industries and their personnel it should also include the 
location of such industries with particular reference to their transport 
relations eg their proximity to the markets and accessibility to 
raw materials and the sources of power The question of power, on 
its part presumes a thorough investigation of the problem of supply 
mg olieap electricity whether hydro electricity or thermal electri 
city In fact the development of cheap power resources may be 
said to hold the key to tho future development of Indian industries 
whether large scale or small scale This question will however 
be examined in the next chapter In the next section some 
specific industries which can be started on a small scale are dis 
cussed 


§ 4 

sous SPECIFIC INdTJSTIUES 

The G!ass Industry 

The glass industry is one of those industries which can be earned 
on on a small scale with moderate f»pitat The total production of the 
Indian glass industry is not very great and we are still importing 
about a crore and half rupees worth of glass and glassware The 
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principal classes of articles made of glass ha\fl been summarized by 
the Tariff Board on the glass industry (1932) as follows CD Sheet 
glass, plain and figured. (2) blown warp, e g , bottles and phials, 
globes, chimnejs, jars etc, and pressed svare. eg, glass tiles, ink- 
stand, bowls, dishes etc , and (3) bangles, beads and false pearls So 
far as the manufacture of sheet glass is concerned, the Tariff Board 
regarded the factory at Bahjoi m the United Prcu'inces as a “reason- 
ably economical unit for a sheet glass factory'* The total capacity 
of the factory was in 1932 worth about half of the value of the total 
import of sheet gla&i so that c^on on tho 1932 calculations, there was 
at least room for another factory if such a factory could bo economi- 
cally managed The sue of the factory, however, is fairly largo, 
the value of the machinery, furnaco and building being in the neigh- 
bourhood of Rs 7 lakhs A very serious handicap in the way of tho 
development of tho sheet glas, industry was. as tho Tanff Board 
found, the heavy import du^y of 25 per cent on sodn-ash Thus, tho 
import duty on soda-ash in Belgium which undersells tho Indian 
sheet glass in tho Indian market amounted at par of exchange to less 
than 4 pies per owt whereas tho Indian duty was nearly Rs 1-8 per 
cwt So far as the author is aware, there is no production of figured 
and ribbed glass worth tho name in Indi.i Similarly, pinto glass 
also IS not at present manufactured in the country though there is 
good scope for tho C'>tablibhmcnb of at least ono plate glass manufac- 
turing firm, as the total imports of plate glass were valued at about 
Rs 9 lakhs in 1930-Sl By far tho oommonor kind of glass manufactur- 
ing concerns in India includes those manufacturing blown glassware 
consisting chiefly of bottles, phials, globes and chimneys The 
average size of these factories is moderate or small The Tariff Board 
which based their calculation of the production costs on tho returns 
furnished by the Calcutta glass sihcato industry found tho total 
expenditure of the factory inclusive of rent taxes, etc , and interest on 
working capital to he Es 2,24,480 m 1930 for an output of Ee 1,160 
tons The maximum capacity of the factory is approximately 4000 
tons The net replacement value of the factory is, however, estimated 
by the Board at current prices to he about Es 1,50,000 One defect of 
the glass industry in the country relates to the fact that the finishing 
of the manufactured ware is earned on by hand There is no doubt 
that if hand-labour were replaced by automatic machinery the 
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ultimate costs would be reduced considerably In, fact, the Board esti- 
mate that the total labour cost would be reduced by as much as 76 per 
cent if automatic machines do the work at present done by hand- 
labour So far as the manufacture of bottles is concerned, there is 
the additional difficulty that the capacity of the bottles manufactured 
IS not uniform Here again, there is the necessity for the use of 
automatic machinery and of experienced and skilled supervision m 
the works With regard to the manufacture of the third category 
of glassware namely, bangles heads, and false pearls the Indian 
market is well-supplied with cheaper varieties of bangles by the 
local manufacturers though the superior quality of fancy bangles 
yet offered a considerable scope to enterprising industrialists Por the 
manufacture of bangles of superior quality, the Tariff Board recom- 
mended the instalment of recuperative pot furnace in the place of 
the existing direct fire furnace This of course will require a heavy 
initial investment bat it will be more than compensated by increased 
profits due to higher prices While, however, the market for bangles 
18 , as already pointed out, fairly well-supplied by Indian manufactu- 
rer”, the manufacture of beads and false pearls has not been taken up 
on sufficient scale Here also there is scope for the further develop- 
ment of the industry 

The glass industry is thus one of the industnes which it is 
possible to start with moderate capital and it is not at all improbable 
that, with sufficient patronage and assistance, the mdostry will 
be able to displace the whole of the imports At present there is 
considerable scope for research work not only on the matenals used 
by the industry but also on the type of the furnaces installed and 
the methods of manufacture On the question of the raw material the 
Tanff Board have already referred to the high proportion of soda-ash 
used by the industry This acts as a double disadvantage In the 
first place a high proportion of soda ash is known to detract from 
the durability of the glass and secondly, it adds to the cost, smce 
soda-ash is the most expensive of the principal raw matenals 
used for the industry The use of soda-ash by the glass industry 
has also operated as a disadvantage m so far as the mdostry has to 
depend on the imported material The Tanff Board, however, 
referred to the vanons sources of the supply of this matenal withm 
the country which could be tapped by the industry, though, of course. 
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the correctness of this fin<!ing has been challenged The 
type of the furnaces installed IS also to be adjusted to the proportion 
of soda-ash u'sed m the industry In other 'words, the type of the 
fximaco will have to be related to the different kinds of glassware 
manufactured and to the fact whether quality or quantity is aimed at 
The methodB of maniifactnro similarly require a good deal of improve- 
ment There is, for instance, a large percentage of breakage m our 
glass factories which should be capable of reduction 

Rpsearch, therefore, should concentrate mostly on two problems 
(1) the reduction when necessary in the proportion of soda ash used 
by the industry and (2) the development of the Indian sources of 
supply for this material It was extremely unfortunate that the 
Government of India rejected the Tariff Board's recommendation for 
protection to the glass industry on the ground chiefly of the depen- 
dence of the industry on luiporled soda-ash ignoring the \arioua 
other advantageous wiUi Iho industry eiijo^ed The Government'^ 
decision to offer a rebate on imported soda ash for the use of the 
gla«s industry was no doubt meant to be a concession to the industry 
but It also threatened to arrest, the development of the subsidiary 
industry of producing soda-ash Moreover the benefit of getting 
the raw material cheap would presumably accrue to the larger 
factories under the system of rebate while -the mdigenmis 
cottage mdustnes which are an important wing of the glass industry 
would be at a corresponding disadvantage It is time that a fall 
review of the industry should be undertaken with a view to organi- 
zing it on a self sufficient and economical baeis The following 
represents the imports of gloss into India for the period 1929-30 to 
1937-38 


Tear 

1913 14 
1929 30 
1930-31 
1931.32 
1932-33 


TABLE 

Imports of Glass {In lakhs ofEs ) 


Amount Tear Amount 

Rs Ds 

M50 1933-34 ,1221,3 

25193 1934 35 132 60 

16477 1933-36 132 02 

12197 1936-37 120 03 

14247 1937 38 15183 
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The Soap Induflrtj 

The soap laduslry is one of those industnes which has rapidly 
de\ eloped and 13 still developing withont the assistance of any effec- 
tive protection The following figures represent the value of the 
imports of foreign soap during the pre war period the war period the 
post war penod and the years 1936-37 to 1937 38 

TABLE 

^7n tftowsonds of Us ) 


Pre "War Average 61 S7 

"War Average 96 45 

Post-IVar Average 1 71,16 

1936-37 2537 

1937^ 24 46 


It IS however to he seen that the development of the industry has 
only been very recent A good deal of the capital of n3jddle-da«s 
families has been invested m this industry The outturn of the 
factones has been of a moro or less high quality and thereis no reason 
why India should not before long be able to supply the fall require 
ments of the country According to the figures collected by the All 
India Soap 'Makers Association the present volume of the production 
of soap inlndia IS nearly 60000 tons as against an import of 2100 tons 
Even at these figures the consumption of ooap per capita is insignifi 
cant and one can gay without hesitation that the possibility of the 
expansion of the soap industry is in a tropical country like India 
almost Unlimited Here is an instance of an industry which could be 
started with moderate capital for which theprovisionof technical skill 
would not be so difficult on account of the large number of graduates 
in science who have been passing out of the Indian Universities with 
chemistry or applied chemistry as one of their subjects It is an 
industry m which the educated young men belonging to the middle 
cla«3 can play a leading part> even with a moderate capital 

The STatrh Jndu^tn/ 

The match mdnstry is one of those industries which has been 
substantially benefited by the protection that has been granted to 
it The following fiigures of the imports of matches mto India 
will testify to the development of the industry 
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TABI£ 

t» ihoiutaniUt of Rg) 


Pre TTar Av(=raRe (1912 14) 83 21 

WarAverige 15131 

Poat T7ar A; erage 176 tu 

1936-37 14 05 

1937 33 20 44 


As a matter of fact practically the entire market of the coun- 
try has been captured by the match industry of India With re- 
gard to this mda--try there it> however the not altogether satisfactory 
fact that the market i-* dominated by a practically foreign combine 
which has established itself behind the tariff wall As a matter 
of fact this tendency ot foreign mdustnes transplanting themselves 
to this country in order to take ailvantage of the protective daty 
and to avoid paying high rates of import duty has raised senous 
miagmngs lu the inmds of Indian business and mdustnal interests 
oil the ground that such development run counter to the fundti- 
uieulHl principles of protection Up to a point this criticism is 
justified But there is undoubtedly au advantage to India if for- 
eign concerns mstead of exporting their products utilized Indian 
raw materials, Indian labour paid taxes to the Gevemment, dis- 
tributed the profits within the country and undertook the nsks of 
pioneering thereby stimalaUng Indiau capital and enter- 
prise It 13, however, necessary that such concerns sboiilrl be made 
to work under proper Rifeguards The following safeguards may 
be suggested, namely, (1) the industry should be started with a 
rupee capital, (2) that at least half of the number of directors should 
be Indians, (3) that each such company should guarantee to take, 
a specified niiniber of Indian apprentices for training (4) that a 
certain percentage of the profits should be held in reserve m India 
and invested in Indian seconties. and (5) that they must work under 
a system of licences specifying these terms and conditions, the 
licences being isvokable if any of the terms and conditions are 
violated 

So far as the match industry is concerned, the imposition of the 
excise duly outlie matches has it is complained proved a handicap 
in the way of the development of the industry The method of the 
issue of the banderoUs has penalised the smaller industries for the 



29G 


ECONOllIO RECONSXBUCTION OF INDIA 


benefit of the larger ones It is always a wrong principle, unless 
evidence is forthcoming to the contrarj , to impose an excise duty 
during the continuance of the period of protection Even when an 
industry is found to he clearlyover protected, the obvious course would 
be not to offset the protective duty by a countervailing excise duty 
but to lessen the measure of protection in the interests of the con- 
sumers 

The Film Indusiry 

A.nother growing industry in which the educated classes of the 
country have extensively interested Ihemselves is the cinema indus- 
try In recent years there has been a remarkable development of 
this industry but it is yet far from meeting the full needs of India 
The cinema industry is a composite industry consisting of 
film producing film distnbaUng and film exhibiting concerns 
It has bees estimated that there are still lo India as many 
as 2324 towns without a cinema house so that the average circuit 
of an Indian picture is much too limited to bring adequate returns for 
any huge investment on the prodnctive side For this reason Indian 
film producing concerns cannot prodnce such high quality pictures 
as their foreign prototypes It is stated that foreign producers can 
invest huge amounts of money in the production of pictures because 
such pictures are capable of being exhibited in many countries instead 
of being confined to only one country It is not reabsed that India 
from the point of view of the potential market that it offers to the 
. cmema industry is more a Continent than a country It has already 
been mentioned above that there are as many as 2321 towns without 
a cinema house The large majority of the population, however, 
live in villages and a cinema in a village is in the present circums- 
tances of India more a fantasy than a practical proposition Yet an 
estimate can be attempted of the potentialities of the Indian market 
The total rural population of India according to the Census of 1931 
IS 31 3852351 distributed in 696831 villages If these people were 
enabled to see one film a year then on the assumption of two annas 
per ticket the industry would yield an additional Es 3 03 26 632 
"When It IS realized that the rural population of India is practically 
absolutely illiterate in English and would not understand any 
picture except in their own tongnes a sense of the huge non compe- 
titive market that exists for the Indian film industry can easily be 
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having regard to the heavy cost of production of a film and (c) an 
official organization to safeguard the interests of tho industry from 
unfair competition The last demand will have to be supplied by the 
planning organization Withont ifc the industry will only lose its 
way in the wilderness of conflicting interests 

There is thus no donbt that the film industry of India is one 
eminently deserving of protection the word protection being 
understood not in its technical sense but in a wider sense so as to 
include every form of encouragement and assistance No other indus 
try in fact includes or assimilates so many allied and ancillary 
industries Literature art engineenng photography technology 
history painting music architecture coiffures dress and ntual — all 
these contribute to the making of a film and it may be truly said 
that the cultural setting of a cinema touches every aspect of our life 
and there is no other industry so powerful in its appeal to the mass 
mind It IS true that the industry as it is organized to day suffers 
from senous technical as well as orgsoizaticoal defects The estab 
lishment of a central authonty will help to eradicate these defects 
The industry has come to stay and the more quickly we can rationalize 
it the better it would be for the industry as a whole 

The Ceramic Industry 

The ceramic industry is one of those industries for which ample 
raw materials exist in the country and there are also skilled workers 
who can manufacture with suitable financial and technical assis 
tance quality goods such as would be able to compete with foreign 
products In Japan the industry is earned on in the shape of a 
cottage industry backed by the State The following table will 
give an idea about the extent of the dram that takes place out of 
the country in the shape of the imports of earthenware — 


Bengal 

Ba 

19M-33 

4^2 862 

TABLE 

193334 

491900 

1934-35 

5 02 245 

3995-36 

632 099 

1936-57 

5 54 301 

Bombay 


670423 

662^ 

706 553 

6 42 229 

6 63671 

Smd 


105 653 

103980 

131 160 

85 395 

158109 

Madras 


2 06320 

2U024 

228 699 

206 048 

1,92479 

Borina 


529468 

368602 

236 754 

337344 

345075 

Total 


1964^ 

1858162 

1805413 

1903115 

19 18634 
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It has been suggested that so long as the State does not find it 
possible to assist the gro-rcth of the mdnstrj’ or there is insufEcienoy 
of capital, there are two possible ways by means of which the local 
demands may be satisfied One is to import small quantities of 
throughly pulvenaed raw materials at different localities from a 
central station and to imdertaLo manufacture of different goods or 
to utilize local clays for the production of certain lanetie'. of tine 
earthenware So far as the Indian potters are concerned, there is no 
dearth of artistic skill in them It is well-known that the Berham- 
pore potters hare developed the arti'»tic. side of their production 
to a very high standard and their designs are so neat and execution 
so exquisite that their articles can compete with the best production 
of the world But they hare beea compeHed to sacnlice the artistic 
excellence ot their goods to meet the requirements of the poor people 
m the locality IToreover the composition of the body inixtiira is 
defective and the potters are igaoraat of possible improvements 
in the quality of their ware One of the handicaps m their way 
so long has been the unpracticAbility of getting materials either 
for the glaze or for the eogobe It has, however, been established 
that the quality of the goods can be improved with 
the help of raw materials available in the locality Thus, 
the alluvial clay of the (xangetift deposit, has been shown to 
he quite a good material and the glaze that may suit very well for the 
purpose IS one composed of red lead, borax, soda, sand and grog 
(fired mass of the clay) of the same material which after frittering 
should be applied on to tie wares If a survey of India’s clay is 
carefully made, it is qmte likely that sufficient material for the 
manufacture of white pottery on modern lines can be obtained. It 
may be recalled that it was the discovery of a deposit of China clay 
in the Rajmahal Hills m 1901 that mari>.ed the advent of the manufac- 
ture of white pottery on modem lines in India In 1937-38, India 
imported Rs 29,25.'490 worth of porcelain wares She is also 
manuTdctnrujg crockery, sanitary ware, electric insulators, dolls and 
household requisites but the quantity is neghgible as compared with 
India’s requirements "With the aid of the State, however, the 
industry may be sufficiently organized to meet the full requirements 
of the country both for the cheaper variety of earthenware as well as 
for the quality and artistic goods 
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Other Industries 

The above are only a few of the typical industries uhich can be 
carried on in medium sized establishments with moderate capital 
and with a fair share of managing ability It would however be 
wrong to think that these industries exhaust the list of indnstnal 
undertakings that can be started m the country with a fair expecta 
tion of profits The table below gives some of the items which India 
at present imports but which can be substituted by Indian products 
All these products can he mannfactnred with the help of moderate 
capital and m medium sized factories — 

TABLE 


(Value in tbousande of Bupeest 


ArtieUi 

1037 38 

Prt War Aterogt 

Ho^ ery 

29 (M 

92 86 

Handkerchiefs end e) awli 

1006 

52 20 

Electrical goods 

34675 

7027 

Musical goods 

2335 

22,73 

Fhotegraphie goods 

11372 

9 98 

Canned and bottled proMsions 

62 57 

40 16 

Biscuits and cakes 

27 20 

37 08 

Confectionery 

13 80 

24 04 

Milk condensed and preserved 

19 37 

32 57 

Woollen goods 

33007 

3 08 37 

GUss and glassnace 

15188 

16192 

Soap 

24 46 

6167 

Stationer} goods 

8102 

57 81 

Toilet requisites 

67 85 

20 48 

Toys 

4405 

4005 

Umbrellas and fittings 

2306 

4195 

Matches 

2044 

88 21 


It i\ill be seen from the above that while m some cases the imports 
of the articles concerned have diminished m others there has been 
an increase in the imports In the latter case the imports bear 
tes*imony to the existence not only of a substantial market for the 
articles concerned but what is more important markets that are actually 
expanding In either case there is no reason why Indian manu 
facturers should not be able to capture the whole of these markets 
and thereby add wealth to the country 
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It has to be repeated that these mdastnes should ha\e to be 
Tery carefully planned Each of the provinces should be ashed to 
report on the potentialities for the startms of such industnes as -^ell 
as the existing production of such industries Ou the receipt of the 
provincial reports the central authority will have to plan the 
provincial distribution of the industnes with a mbw to the most effec 
tive utilization of the economic resources of the couulrj on a regional 
basis The provinces themselves liave given evidence of their 
appreciation of the fact that it IS more advantageous to concentrate 
on a few industnes for which natural and economic adv aiitages exist 
within the province concerned than to start a large variety of indus 
tnes without any due appreciation of the possibilities or difficulties 
of such industries Thus the Smastava Committee (1934) m the 
United Provinces which laid down a plan of industnal development 
for five years recommended the establishment of the following minor 
industries namelj open pan sugar factories oils and soap« engineer 
ing hardware und electro plating gold and silver thread manufao 
ture textiles fountain pens and wood work The Cuinmitlee also 
divided cottage industries into artistic and non artistic and after a 
careful and exhaustive survey of their present position and needs 
recommended that both minor industries and cottage industries 
should be helped in certain specified directions pnmanly (1) market 
mg (2) giving them expert advice and (3) carrying on expenmealal 
and research w ark uu their behalf lu acconlance with a fixed plan 
"With regard to the non, artistic goods the Committee proposed that 
the workers shotdd be taught to specialise in the manufacture of 
nrticlca which did not compete with the factory products that popular 
designs and patterns should bo introduced and that such articles 
should be standardized It will he possible in a similar manner in 
the different provinces to make recommcndationsfor specific industries 
to be started in those provinces and on the method by which such 
industries might be effectively assisted It should at the same time 
be the da(y of the yunvonres to Teconsiaejid tb& st:iriisg 
industries The aid of science will be of great assistance m detcrmi 
nmg the possibilities of such industries in India "We may refer for 
instance tn the industry of the chemical dyes Similarly in a coun- 
try bko India there is a great scops for the manufacture of air 
conditioning plant Air conditioning may bo popularly described 
as the manufacture of weather Its importance to industry m places 
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of entertainment and in the home is Tvell-established in the "West 
In the industrial world there are znan} articles the production of 
■which IS improved if the atmospheric conditions could be controlled 
It has been estimated that 200 manufactured products are better 
turned out with the aid of manufactured weather The manufacture 
of rayon is one of them In the pnntmg business some of the papers 
used are extremely sensitive to atmospheric variations which spoil 
fine colour process work Similarly the disadvantages of impure 
atmosphere in large bakeries have been remo% ed by air conditioning 
fn factories also air control is regarded as the most important ele 
ment of ensunng the maximum productiMty of the •workers by 
minimizing industrial fatigue Several Japanese cotton and artificial 
silk mills have installed atr conditioning plants In India where 
industrial fatigue is climatically inevitable the need for air condition 
ing IS obvious Another new industry to which Japan has taken with 
great profit is the production of synthetic staple fibre The ivorld 
production of staple fibre has increased from 6 600 000 lbs in 1931 to 
70 000 000 lbs in 1934 Staple fibre like rayon is derived from the 
same primary product, cellulose and theiutial stages of its production 
are analogous to those of artificial sUk While cotton as a natural 
product IS subject to natures vagaries causing irregularity of staple 
the synthetic product guarantees regularity of the staple which 
constitutes its chief industrial importance Another recent industry 
that has attracted attention m India is the manufacture of radio 
goods We have also referred to the scope of starting fruit industries 
in India* Here we may mention the importance of a particular 
fruit namely mango Mango has been truly described as a great 
gift of nature to India But the gift has been sadly neglected Experts 
are of opinion that a mango tree can yield over Es 30 worth 
of fruit in a season of about three months and is therefore a most 
profitable proposition Apart from its fruit every part of tbe tree has 
an economic value The timber makes good firewood and is used 
largely for planks The green leaies have a medicinal I’alue an 
antiseptic gargle being prepared therefrom as well as a vegetable 
dye Mango essence flavours puddings ice cream and cold dnnks 
The seeds have certain medicinal properties and in the powdered 
state are edible But all these good properties of the mango tree and 


'Chapter Xlll §1 



SMALL INDUSTRIES 


303 


Its fruit are now largely wasted There are areas especially ici Biliar 
and Bengal where mangoes are so plentiful m a good season that 
they are given, to cattle as fodder, the only present alternative to 
garbage The introduction of canning of which the possibilities 
have been examined in an earlier chapter would give the necessary 
stimulus to the industry The taste of the Indian people for canned 
fruit IS improving There is also an export market for the fruit 
Recent efforts have no doubt proved disappointing but the failure 
of the efforts has been due to other reasons than the deficiencies of 
the fruit itself 

The study of these mdn^tnes is not meant to be exhaustive, 
but illustrative Sufficient light has been thrown on the problems of 
the industries studied to confirm the view that they retiuire not only 
national support but national guidance This would not be possible 
until a thinking and planning machinery is set up In the next 
section the case of the cottage industies is discussed Here again, 
no elaborate or detailed study hes been attempted but a few broad 
problems affecting the industries have been analysed to show that 
in the case of the oottage as much as in the case of the medium-sized 
and large industries, these problems require the institution of a think- 
ing and planning authonty 

§ 6 

nORAt. AND COTtAOE INDUSTRIES 

Turning how to rural and cottage industries, the important 
place that these industries at present occupy in the economic life of 
the country has already been explained What is needed is the 
problem of evolving a siutable scheme of assistance for the resuscita- 
tion and reorganization of the indnst.nos It is needlebs to repeat 
that tbere must bo before any such scheme iR evolved, a full 
survey of the existing cottage Industrie of each province and 
their present condition The survey should further include an 
investigation of the problem of starting new mdustnea At present 
the largest industry which is earned on in cottages or the homes 
of the workers is the handloom indnstrj Other mdustnes include 
brass and bell-metal manufactore, gold and silver thread industry , 
silk iiulusLry, coir weaving and a host of other iiidustnes It is 
nut necessary to study m detail the technical organization of these 
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industries They suffer from common deficiencies in respect of techni- 
cal equipment, economic advantages and organization The mam 
problems are the same On the technical side it is necessary to 
bring to the notice of the cottage workers improved methods of 
production by the introduction of suitable labour-saving machmenes 
and appliances and of up-to-date modern designs and patterns 
in manufacture Most provinces have appointed skilled designers 
with regard to certain industries This practice of appointing 
designers should extend to all industries which can make use of 
their services on a co operative basis There should also be de- 
monstrations of the utility of new machineries and appliances 
relating to any industry but the demonstration should fail in its 
purpose if the price of these machineries and appliances is not 
within the reach of the average worker Where the price is reasonable 
but a little too high to be paid outright, it should be payable in 
easy instalments The help of the regional committees as proposed 
in Chapter X should be enlisted for organizing such demonstra- 
tions Instead of attaching one demonstration party to each regional 
committee, there might, if necessary, be peripatetic parties each 
being in charge of a circuit covered by 4 or 5 such committees 
These demonstrations should be organized by a Bural Industries 
Commission already suggested m an earlier chapter* The Rural 
Industries Commission should work as a necessary part of the scheme 
of village reorganization The other parts of the scheme as already 
suggested would consist of a Rural Education Commission which 
would be the central association for guiding the education of the 
adult, a Cottage Industries’ Institute for undertaking research work 
on the cottage industries in each province and any other associations 
that Light be found desirable to set up from time to time, 

A few words may now be said about the parent body itself which 
would have the charge of the entire work in, and relating to, the 
villages The view that has all along been taken of village improve- 
ment m this work is that thevillage in India requires a comprehensive 
scheme of economic social and cultural imptovament. If this end 
is to be kept m view, Gandhiji’s scheme of the all-India Village 
Industries Association will meet the requirement only in a partial 
manner No doubt Gandhiji’s scheme represents only a beginning 
and provides for a fuller development as the scheme matures Even 
•Ctapter X, | 4 
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when it IS fully developed however the scheme will touch but one 
aspect of the villagers’ life It males no attempt to relate the 
village economy and culture to the bigger world outside the village 
In a comprehensive plan of village improveaient therefore while the 
All India Village Industries Association will play a \ ery important 
part It will have to be subordinate to the parent body which -will 
look after not only the economic interesta of the villagers but be 
the guardian of tbeir welfare in every sense of the term The regio 
nal committees would be only the working units of the parent body 
These units should be as miieh related to the Central Board of 
Agriculture as to the parent body to ho set up for guiding the task 
of village improvement The parent body might be cjllfid the Bnral 
Development Trust one of whose principal tasks would be to 
administer the funds allocated by the Central Planning Authority 
out of the Pural Development Fund The Trust would be one of 
the most important mstniments if not the most important inetru 
ment of the scheme of planning contemplated m this work It 
should guide not only the development of village industries both 
old and new organise research and promote educotion but undertake 
all the purposes for which the Kural Development Fund is to be 
instituted The Eural Development Trust should consist only of 
men whose character is unimpeachable men whom idealism and a 
practical outlook on life are happily combined men who could by 
their own esajnple inspire and lead others—in short it must consist 
of the greatest men living in tbo country The whole plan of 
economic betterment would stand or fall on the success or t)therwi‘«e 
of the Village Development Trust for it must not be forgotten that 
India lives in the villages The Trust should be established at first 
on provincial basis and then the Provincial Trusts should find in the 
National Economic Council a co ordmatiag authority This could 
be ensured by providing that the schemes approved by the Provin 
cial Trust should require the sanction of the National Economic 
Council before they can be implementd The Chairman of the Provin 
cial Economic Council should also be the Chairman of the Tnist 
bRyond that the composition of the Trust should be subject to no 
other restrictions The total muaber of motobers should not 
ordinarily ezceeJ twelve 

So far as the Rural ladoslnes Comoiission is concerned it 
S9 
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should operate as a wing of the Earal Development Trust and it 
should represent the Trust in all matters relating to its own sphere 
The Commission should have a certain proportion of members who 
would represent the interests of the public Apart from these 
members howoverj the Oommisswn should mostly be composed of 
technical experts and economists which might be added to from 
time to time whenever a particular industry is under consideration, 
by taking in as members persons with special training m or ex- 
penence of that industry The Cottage Industnes Institute should 
be a purely scientihc body, amply subsidized by the State The 
Institute would be subject to the authority of Rural Industnes 
Commission The Commission should also be helped by a Marketing 
Board to organise the marketing of the products The question 
of finance will he discussed in a separate chapter 

§6 

TSE FLAN 

It IS possible now to summarize the conclusions of the prece* 
ding sections to lay down the structure of the Plan It may be 
represented graphically as follows 

NATIONAL ECONOMIC COUNCIL 

rural DBVElipMENT TRUST 


Acl.v.li«a relying ta HBalth OrgfmaSs 


Cottage Induetnei Marketing 
Inetitnte Board 

I I 


REGIONAL COMMITTEE 


It will he seen from this chart that the question of the develop- 
ment of small and cottage indnstnes has been made part of the 
scheme of the development of the rural areas This is as it should 
be Though there are small industries in the urban areas the majority 
of them willbe found m the rural areas It has already been indicated 
that it IS very difficult to lay down aidear line of demarcation between 
the organized industries and many of what are called minor mdustnes 



SMALL INDtiSTKIES 


307 


Similarly Iho minor indostnea and many of tiie cottngo indnstnes 
are difficult to distingm^li Tho indnstnes tiat havo a rural tias 
and that depend mostly on the resources in men and talent in the 
rural areas concerned will come under the 'icope of tho Enral Indns 
tries Commission Tho minor mdn'^tnes which hy their location 
importance and scale of operation approximate more to the condi 
fions of organized indnrtnes will naturally be the concern of the 
Isational Board of Industries So for as tho rural mda=tnes are 
concerned they will come under the •'copo of the Btiral Derelopmcnt 
Trtut The Trust will be placed immediately under tho hiational 
Economic Council alongside of the l^ational Board of Industrie^ 
with this difference that while the National Board of Indnstnes 
would be constituted on an All India basi« tie Trusts would be 
established on a provmcial ba«i« the co ordinatmg principle being 
suppbed by the National Economic Council it'^elf Another impor 
tint point to notice is that (he Trust would be m charge of a huge 
fund and would therefore bare to engage itself m Snancial res 
pon«ibilities of a lery onerous character besides the duty of 
initiating promotmg and reconmenduig «chemes of rural derelop 
ment 
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INDUSTEY AND POWER 


§1 

EXISTING CONDITIONS 

The question of power resources has been briefly referred to m 
Chapter XVIII In that chapter we reached the following 
conclusions — 

(1) The two most important sources of power ere coal and 
water So far as coal is concerned, it may be used to produce steam 
power or electric power Water also is an important and at the 
same time cheap source of electric power 

(2) There IS at present a great deal of wasteful and unscienti- 
fic use of our coal resources As the quantity of coal is limited, 
the greatest care shuld be taken to conserve it for proper 
utilization 

(3) Even at the present rat© of production and methods of 
extraction, the Indian Coal Mining Committee (1937) have estimated 
that the reserves of good quality coal will last 122 years and of 
coking coal 62 years Though with the rapid development of 
industnes and of electnc power and with the increasing use of 
coal for its by-products, there would be a greater demand for 
coal in the near future, yet the reserves are sufficient for the time 
being to meet any possible calls that u national industrial plan 
will have is make upon it 

(4) It has been estimated that when coal sells very cheap, 
for instance, at Rs 10 pet ton it becomes cheaper as a source of 
power than water, except where water power can be obtained 
right on the spot With a fairly high price for coal, sayRs SO 
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ft ton water power would become cheaper and for a well sustained 
indijstnal load invariably 

(o) It IS also the opinion of experts that where the bulh 
of the load can bo located within 150 to 200 miles of the source 
of the power the economic advantage in generation usually lies 
with the hvJro station any increase in this distance specially 
in an easterly direction or towards the coal fieldsj gives a counter 
lading advantage m favour of local steam ■stations interlinhed 
with hydro network 

(6) There is no acenrato estimate as yet of the total power 
resources of the countrj A surrey made in 1921 estimated the 
total water power resources of India at 5 58 million kilowatts or 
7 44 mdlion electrical hors© power 

(7) TVith the rntrodoction of the Grid System the prospect 
of getting electricity at a rate that may be within the means of 
the poorer classes of people has been very much increased All 
the pronaces however arc not situated alike with regard to hydro 
electric possibilities In Bengal for instance the opinion has been 
osprevsed that it would be mote advantageous for her to establish 
thermal power stations than hydro stations Similarly on account 
of the scatteredness and the seasonal nature of the industries of 
Assam the generation of hydroelectric power is said to be in the 
present circumstauccs uneconomic for the province 

C8) The importance of hydro electric projects lies not so much 
in the facilities for large scale industries as m the provision of 
power for small scale and cottage ludustnes 

The<=e are the mam conclusions that we have already arrived 
at in our discussion of the relation between mdustry and power 
In this chapter tho question wdl bo discussed in a little more detail 

§ 2 

EXISTD<0 PRarECTS AM> pnSSTRILTTIES 

In order to understand tho relative position of India m the 
economy of tho world with regard to power resource^ the following 
table taken from a well informed article published m the 
Ttiaes (October 193G) will prove of mterest 
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TABLE 


Electric Poteer Output (tn millions of kwtts ) 
Country 1936 


1930 


USA 

Germany 

Canada 

U K 

France 

Japan 

ItsUy 

South Africa 
Australia 


90300 

21218 

12093 

11374 

11268 

9313 

7644 

1689 

1730 

467 


120 000 
30661 
17 863 
16 620 
15 339 
13957 
10 079 
2454 
2 436 
976 


The backTvardness of India in the matter of power supply as 
revealed in the above table underlines also the backwardness of 
India’s industrial development Yet it is on record that what was 
at the time and long since after the largest electrical power 
transmission Ime in the world” was established on the nver Cauverv 
jn— Hysore-State with its generating station at Sivasaraudram m 
1902 The initial producing capacity of this power station was 
6000 hp which has now increased to 25000 h p Since then a 
number of other schemes have bee taken in hand and completed in 
the different provinces The Lonavlft Works with which the Andh ra 
Valley, the Nila Mul a and the Nonua Valiev projects are linked 
are among the biggest, if not the biggest hydro»electrio works m 
India The scheme is based on the utilization of the ramfall which 
IS stored in three lakes whence it is conveyed in masonry canals 
to the receiving reseiroir The power house is at the foot of the 
Ghats at Khopph, whither the stored water is conveyed through 
pipes, the fall being one of 1 725 ft As the water falls from this 
height it develops a pressure of 760 lbs per square feet and with 
this force drives the turbines of the water wheels At present it 
supplies electncity to the Bombay Cotton Mills which between them 
consume as much as 1 000 000 h p besides the Bombay Tramways 
and Electric Company and a number of other industrial concerns 
Other projects that have been undertaken in recent years include 
the ‘MauHi Prn^ftp.t m the Punjab with an area of supply extending 
at present to 46 000 square miles which could be further extended 
if necessary The Punjab Project finds its utility not only m supply- 
ing electrical energy for the mdnstnes bat what is more important, 
to meet the vast needs of the irngahon of the Province In the 
United Provinces similarly, the Ganges Canal Hydro electnc Gnd 
IS destined not only to supply dectncity at cheap rates to the do- 
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meetic con umer- and to tie mda-tnes, m «onie 90 to'crns but aLo 
to pump crater for imiration from the nver» and the canal* and to 
operate innnmerabla Skate tnbeTrell>. which are now being mnh in 
«=eTeral district* of the Province In ^adra. cpectacular develop- 
ment* hare been «eea in the Tlp*fngg»>iBi^a and tio 
Mettnr Proiect The Pykara Scheme which was firat tindertahen in 
1029 ntilizo* the water of tie Pybara nver which emerge^ from the 
ICilgin Plateau It i' -aid to have the unique advantage of having 
a natural head of over 4(K10 ft which i-. the highc t in the British 
Em pire and America The mo t important ccbeme undertaken by 
the iladra'5 Gcvernincnt ha- been the Mettur Hvdro Electric Scheme 
which provide- for the utilization of the water from the ifettur Dam 
capable of a maiunum ontpu* of oOCKX) hp — one of tie large'^t 
stmeturc- of it- kind in the world Again for the Central Province* 
and Bihar Sir T^Tiiliuto Stampe Las <usge«ted tio advantags that 
the Vindhya Hill- offer a the -onree of power for both the pronnees 
As. inveetigauoa recently ondertakco by tie Bihar Groveminent 
ho^ indicated the practicability of their eleetjxficatien project for 
which ncec ary Bnanec- have been allotted bv tie Goverament 
The ca^e of Bengal and As am have edready boon referred to in 
Chapter SVlIL Bengal up to certain extent has analogy with tho 
United Province- There are certain rivers in that Prorince in which the 
water flow- down at a very low level *<> that it could not be properly 
utilized for the ordinary pravitv canal- Such water, thanks to the 
Grid Sv^em adopted in that province is now pumped up by 
electricity to high ground for flow irrigation Trill it be po' ible 
to do the «ame thing to the Bengal nrer* ? In the United Provin- 
ce's power 1 - sold either at a fiat rate of H anna peruait or on a «!liding 
'scale from a maximum of IS pi ec to a mirumum o f 4T p ies per unit 
The'ie low rate* have been of great a't istance for the development 
of the minor indiLtne- The adoption of a 'Junilar ty^em in Bengal 
whether the electricity 1 * generated fipia coal or from water is also 
likely to revolntiom. e the economic system of the Province 

The table which i* given on page 312 gives the detail* of 
the m-tallation of power in India as at 1931-32. It i* taken from tie 
«:5con.d vapplementto the iist of Efrcfncn? UndertaJhng* in Jndio 
compiled by the Electrical Inspector to Government, Punjab, and 
reproduced as au appendix to Dr Lokaaathan’* InJiistrial Organixa- 
iton in India 



Pouej Capacity Installed in India 



*Exclu®i'^® of Kashmir and Jammu Figures for Sivasamudram are up to the end of 1927 28 
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' Tho mam importance of oleetno power lies m its cheapness 
Tho modern ago is called tho ago of electricity In India however, 
as the figures and facts quoted above amply show, the uso of electri- 
city IS much too limited to bo of effective use to agriculture, 
industry transport and the reqmremants of the rural areas concerned 
Truly has the ‘white power been desenbed as the perfect all-round 
domestic drudge to all and sundry irrespective of rank or wealth 
A modem town m an advanced country is to-day equipped with 
electric refrigerators clcctno irons eicctno kettles electric geysers 
and hundred other devices to moke man comfortable in his homo and 
in hia office In industries tho use of electric power is unlimited 
As regards agriculture wo can do no better than quoto from Mr H G 
Wells's book on Work Weal/h and Happtnes? of ilantind Elcctnoal 
ploughs for cultivators, ho points out are used on tho Continent and 
in Amorioa under favourable conditions. Current is conveyed by a 
eablo wound on a drum on tho tractor Bui it is m tho farm-house 
yard and outbuildings that electricity is of the greatest eoznee 
Then oomos elcotno dairying Uilk is drawn from the cow by an 
electric milking machine which absorbs only one-sisth of a horse 
power With a herd of fifteen cows tho saving in time is one and 
a quarter hours a day The milk is now cooled in an eleetneally 
operated refrigerator, the cream is separated in an eleetneally dnven 
separator, and churned in an clecfncslly driven churn The utensils 
are sterilized in an electrically healed chamber If the cow’s dnnk- 
mg water is warmed she yields more milk 

III the barn, eleclrnaty is more convenient for dnvmg the 
various choppers, cutters, crashers and mizers, machine for corn 
shelling husking and shredding, gram cleaning and grading, hoisting 
and elevating, than an oil engine The tendency is to use separate 
electric motors for each machine, so that overhead shafting with pul- 
leys and belts is avoided Out of doors, electrical energy is used for 
pumping, including domestic water supply and imgation Add to 
these such household utensils os cookers, kettles, irons vacuum clean- 
ers, toasters and the manifold uses of electncity on the modern farm 
become even more impressive 
40 
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In India, the same thing might happen under proper direction 
Electncity for the millions should be the new slogan The United 
Provinces have already led the way The vast system of tube wells in 
that Province were formerly run by oil engines which were both 
difficult and costly to maintain , naturally their uses were limited 
Eepairs were difficult in remote villages and that added to the diffi- 
culty of the extension of the system Grid electncity now supplies 
cheap power at the side of each well at an average cost of 9 pies per 
unit for 3000 hours’ work It has also enabled imgation to bo ex- 
tended to more and and distant distncts and large areas which were 
formerly imgated for canals are now ungated for tube-wells Canals 
themselves are sometime fed by tube wells sunk along the hnes of 
those canals and the tube well water adds to the total supply making 
it possible to distribute surplus water to distant places The gnd 
system has already supplied power through rural network of 11000 
volt branch lines to several hundreds of private and zemmdary tube- 
wells at one anna per unit and the number is increasing fast The 
cultivator gets power at one anna per unit He can now utilize it to 
start various minor agricultural industries this has griven additional 
value to his crops and the cultivator is doubly benefited It may 
be mentioned in this connection having regard to the difficulties 
experienced by Assam, that the United Provinces system charges 
a seasonal tanff for such agncultural industries where the demand 
vanes with the seasons c g cotton ginning sugar cane crushing, 
gur making, oil crushing etc The question would be presently con- 
sidered whether the seasonal industnes of Assam could not be 
brought within the scope of an inter-provincial gnd system Again, 
to those who object that the introduction of electricity in the rural 
areas of India is limited by the fragmentation of the holdings may be 
referred to the example of New Zealand where not only is the land 
as much fragmented as in India if not more but where there are 
drastic laws which operate against the consolidation of such areas , 
yet in that country the aid of electricity has been called to assist 
cultivation with considerable success 

Tne w’no’ie thing, oi coarse depends upon the cheapness oi the 
supply It has already been indicated that it is by no means abso- 
lutely clear that hydro electric power is likoly to he cheaper than 
thermal electricity under all circumstances The cost of hj dro-electno 
power must be calculated with reference to the seasonal flow in the 
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different provinces of India mast be carefully planned so that on the 
one handt the losses, if any, may be minimized, and on the other 
hand, needless power stations might not be established where there 
might be definite possibilities of a cheaper alternative for the supply 
of power. Subject to these safeguards, and in view of the fact that 
India IS very much backward at present m the matter of the supply 
of electric power compared to the 'Western countnes, it is possible to 
anticipate a future of uninterrupted progress of the electnfication 
projects that India has already undertaken or is likely to undertake in 
the near future 

§ 4 

OROAKIZATIOV 

The foregoing observations on the power resources of India lead 
to certain conclusions At present, the question of organizing the 
power resources of India is proceeding on a provincial basis In 
other words, each province is now trymg to develop its power re- 
sources independently of other provinces There is no doubt that 
up to a certain extent each provmce has its own problems and that 
the precise manner of development will necessarily vary locally 
according to the different resources of the provinces, such as mmerals, 
water for imgation, types of crops, means of transport, accessibility 
to large markets, nearness to coal areas or to water power and the 
degree of economic development reached Yet sufficient has been 
said above to indicate the necessity of co ordination m the develop- 
ment of power whether it is for the purpose of industrial development 
or to assist in the improvement of agnculture or for developing the 
rural areas of the country We have found that in the installation 
of the grid system lies the future line of development of the power 
resources of the country The success of the grid system will depend 
upon the ability to provide a minimum load and m some cases, as 
for example, in the case of Assam, the minimum load may be difficult 
to ensure If however, Assam works in co operation, for instance, 
Conttnu4d from ihejyrevtousjiqge'] 

Tbe total amount of electricity whicb may be generated is tbns rougbly 
SoOOOO tw/br Making further calculations, he finds tbat electricity generated 
m thia way may be suppbed for rndnstnal purposes at 6 pies per unit or roughly 
85 units per rupee This means that the country is losing Es 10000 per hour 
through lack of proper organisation and sheer negligence on the part of the mine 
oicners and of the proitnetal governments 



l^ DT7STEY AND POWER 31" 

^^th Bengal i£ possible a v:heme of liydro-olectnc development 
advantageous both for Bengal and Asmara may be deviled Given 
such inter-proTincial cQ openbon between Bengal and A'ssam 
the chajTicter of the problem will aloo have to bo reviewed Assam 
provides considerable advantages for hydro electric development 
n■here^s in the ca^e of Bengal the advantage seems to he in the direc- 
tion of generating power from coal The actnal choice of the source of 
power whether coal or water will thus depend upon the possihihties 
of ‘'uch CQ-opcrotion Again as Sir Wilham Stampe formerly Chief 
Engineer U P Irrigation Department had pointed out in course 
of his address to the Central Imgabon Board in November 1937, 
there is one important factor which could bo of mutual assistance to 
the development of cheap power m the three provinces of Bihar, 
Central Provinces and the United Provinces — that is the wafer 
resources of a ncighhouruig State If the demands he pointed out 
from the Central Provinces and po«sib!y from the south we«t comer 
of Bihar could be co-ordinated with ibo«e of the United Provmces & 
case could be made out for development on a more economical scale 
m the Vindhyas to the advantage of all 

It may therefore be suggested that a National Power Commis- 
sion should be set up ou an inter provincial basis to co-ordinate and 
H'-sist ui the development of the power resources of the country on 
on effective as well as an economical basis The Bo'ird should he 
composed of experts presided over by an authority of international 
reputabon with erperience of large mstallations in foreign countnes 
There should be repre<entabou also of mdustnal interests and of 
agncultorc The interests of rural development ‘‘honld be represent- 
ed by a representabve of the Rural Development Trust It should 
aUo ba necessary to provide representation for the bigger of the 
electric supply concern** already operating in the provinces Lastly, 
there should be repre«entabon of the railway mterest** for the 
support of the railways will be C'-senbal for the 3ucce‘*sful eperabon 
of any scheme based on the Gnd system 

The Commission as suggested above should be vested with 
executive authority nece<«ary to implement its recommendations 
To that extent there should be nationalization of control , if 
any private electricity concern refuses is fall in line it should 
be purchased outright by the Slate If the Commi'Sion were 
vested merely with advisory funebons the essenbal point 
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of Ibe scheme •mil be frustrated The procedure should be 
that -where a particular scheme IS intended for a single province the 
services of the expert personnel of the Commission should be utilized 
mainly for devising the scheme for the province concerned but the 
mam responsibility for carrying it out sho'uld develop on the Provin 
cial Government and their staff helped mth such finances as it can 
set apart for the purpose "Where however a scheme is intended or 
designed to benefit two or more provinces the Commission would not 
only lay down the scheme itself but make the necessary arrangements 
for the execution of the scheme includmg the determination of the 
share of the cost to be charged to each of the provmces concerned 
For this purpose the Commission would be competent to call upon 
the provinces concerned subject to the right of appeal to the Inter 
Provincial Council to contnbute a sum annually to the Commission 
determined in accordance with just and equitable pnnciples The 
Commission, of course before fi.xi.ng up any particular scheme must 
collect all the relevant data possible from the provincial governments 
concerned. It would mdeed be competent for the Commission to set 
Tip a joint board of the provinces concerned to whom it may delegate 
some or all Its powers UL relation to the working of that particular 
scheme In short, the installation of a central authority for the 
development and mobilization of India s power resources is inherent 
in the planning of the economic system of the country The 
authority should work as subject to the general authority of the Inter 
Provincial Council in all matters concerning two or more provinces 
the relations between the tivo bemg decided by an Act of the Federal 
liegislature The Commission should also have to work as a wmg of 
the National Board of Industries m all matters affecting the industrial 
development of the country and as a 'wmg of the Bureau of Imga 
tion* m matters relating to agncultural improvement. The position 
of the Commission can thus be diBgramatjcally illustrated 

Board of Indostry— N ATIOXAL ECONOMIC COUNCIL— Board of Agncaltare 

\ I 

I I Boreaa of 

Inter ProTinesal Village DeTelorment Irrigation 

Council Truat I 

! ! 

NATIONAL POTyEB COMMISSION ' 

•See Chapter XI, § S-t 
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TLe diagram show's the important fact that the development of the 
power resources of the uountry is not merely a problem of agn- 
imltoie or of industry, but of the general welfare of the masses of the 
country la its broadest sense Haviug regard to its importaace, it 
should be one of the first talks of the Ifational Economic Council to 
proceed immediately to the establishment of the Commission as 
suggested m this section Already a vast cia«s of useful data have 
been collected by the different provincial governments ooncemed 
Hydro-eleelnc developments have also progressed and are progre^-s- 
lag at a rapid rate The Commission would co-ordinate this develop- 
ment where posaihle and qaicken the pace of the development 
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INDUSTRIAL LABOUR 


§1 

GRO'WTH OF DroUSTBIAI. POPULATIOV 

A policy of industrial expansion for India would be incomplete 
unless adequate provision were made for the protection of the interest 
and welfare of labour Little attention has, however, been paid 
hitherto to this aspect of indastnal development The reason is that 
while in the West, the problem of labour has become one of the 
most pressms: of problems, deep alile in its economio as in its political 
significance, m India on account of comparative backwardness 
of the industries themseWes. and the relative paucity of organized in- 
dustries, and with the predominantly rural bias of the economic sjs- 
tem the problem of labour stiU ranks as one of secondary importance 
Yet, it Would be a grave mistake if w© plumped for industrial expa- 
nsion at all costs without any care for its reactions on the economic 
life of the country in general or on the mass of the population 

Writers on Indian economics have laid stress on the fact 
that the great bulk of the Indian population have not taken 
kindly to factory life, and that the maionty of the industries m 
the country are of the cottage or the “domestic” type This in 
itself, IS, perhaps a protection against a too rapid industrialization 
of the country drawing within its baneful meshes the labounng 
population who yet alternate between agnoulture and industnes 
or the village and the town That there have been several undesir- 
able effects of this state of thmgs on industries is undemable , 
a floating labour population and a heavy roll of absentees do 
not encourage employers to initiate or develop welfare schemes 
which require considerable outlay, nor do they add to industrial 
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efficiency however, cannot be a permanent feature of the 

situation It IS already evident that on account of a combination 
of factors a permanent mdastrial population is fast growing’ up— 
a population that has to depend on the wages earned in the indostnes 
and whose foctnn.es are intimately bound up with those of the 
paruculat indnstms in which they are employed It is this fact that 
IS responsible for the emergence of what is known as the labour 
pToblem in our country If the problem is attacked from now. we 
may yet steer clear of these pitfalls and that critical situation which 
accompanied the Industrial Bevolution m Britain and elsewhere 

% 2 

THE wmTLET COIOOSSIOV'S FDTDINCS 
A fall discussion cf the labour problem will take us far beyond 
the liroitg of the present chapter The Koyal Commission on Labour 
in India gives a full survey of the position and I shall content my 
«cl£ here with, a renew of the sahont points of the situation and 
indicate, in the light of the findings of the Commission, what the 
mam luica of n rational labour polioy ought to be The figures given 
m their Report together with sneh statistical references as are avail 
able in the Census Reports for India will form the basis of our obser- 
vntiono These figures it must be remembered, refer only to 
organized industries and where they refer to others, their accuracy 
IS not beyond question It is a pity that the Industnal Census which 
was taken m 1911 could not be repealed and improved tipon in 1931 
at thfi tiTOfi that tbfi General Census was taken Dr Hutton puts 
forward the plea of retrenchment as an excuse Otir own reply 
would be that it was a most unwarranted measure of economy 

A large part of any statistics of oi^artised labour that could be 
prepared would nece<»san]y be unperfect and conjectural According 
to the figures given by the Labour Commission, the total number of 
faetones in India, perennial, seasonal, as well as partly seasonal, 
coming under the Factory Act, were 7,153 and the total number of 
operatives at these numbered 1 553A69. These figures relate to 1929 and 
mcluile only the organized lodostnes Dr Hutton thus attempts to 
give a full picture of the situation m the Census Report for 
India The total India figure for persons occupied m plantations, 
mines mdoatry and transport in 1921 was 24 239556, of whom only 
2686909 were employed m mines, plantations or organised industnal 
41 
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e^tabliaiments havirig 10 or more employe*** The total figure imd^r 
tie three same heads m 1931 amouats to 35^57 fiFO and if Liiour in 
similar establishments is in. the ^am** proportion- it -will ncry ncmie”’ 
2,£01 ,TTd Figures of the daily arerage of pe*^on3 employed indiea''e 
fT’-.t- It has increased dcniig the lai* decade at thi* rate of ebou^ 30 pe- 
cent, 1 C which case it w3I now number 3.SOO.fK!0 ftoia&Iy 5.0OT00O 
may be fairly taken as the figure of o^anised labour m Ind-a in 
as th“- figure of Sj million represents only the daily attendance in 
registered factories ” In o-h^r words, a, 'uming th-s generous e«ti 
mate of India s labour population, it doe« no* come up even to per 
cen^ of the whole 

As regards the (quality of ta population:, there is no doubt 
that a large par* of labour in India is of a fioating and mtgm o*y 
character Thus though the “Whitley Comms^rou controvert* th<* 
populax new that the Indian factory worker is pcnarily an 
agncultunst, they agree that "Indian factory operatives are nearly 
fJl T~Tg"ajLtV* that a larg* majonty ofthem are all "at hear* villagers'’, 
■.TTf^ that "they have had m most case* a village upb-unging they 
have village traditions and they retain "ome contact with the villi 
ges” ifacy of the*e employed m the wea^ung sheds of testile fac- 
tories, the taane’ues, the railway wo'Lshops and other eeenes o f urban 
industry are men "who look bocL rathe* to village crafts than to vtl 
lags fields” Ba* agnculmre they add. has na*tral}y «upplied th* bulk 
of tha recently established industrial population. Th-s mo-e of’en 
Eo* signifies an indirect as’Kxnation with agncul*ural in*e*e«t3 in 
the village and which in «osie csL.es is no more than a contact with 
the vilTag^ home For this a any rate is well known beyond dispu** 
that those who have no village ties and look upon the city as their 
home are only a «maE percentag* of the total labour force The 
Census of India is more «pectfic fo* i is recorded that “factory labour 
IS largely recuuted from younge* «ons far whom there is no land o* 
need at bom* village servants for whom, there is no work and whom 
tie village ts unwilling to Tn.\infaurt^ cul!3va*or3 m deb* who need 
cash to pay off a mortgage teer-do-wells wtoi have a*tracted too 
mnch attention to themselves at fcomei and women frequently of 
equivocal status’* We need no*" agree wth every deta3 of this 
graphic de«criptioii, hu* tha* the general hneaments of the picture are 
9ut«tantiaIIy co’rect would be t<Kne on* by every experienced investi 
gato* of the subject. 
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That a large majonty of the'« labourers ■i^onld be um killed 
and ontnined is mentable Nearly the whole ma'a of indnatnal 
labonr is illiterate a di-abihty which la reflected in wages, m 
health .n prodne.tmty in orsamzAtioa and m. the standard oflivuig 
Here we \m.ve \t th<- real centre ot the tncious circle Illiteracy 
produce- mcdioieae^ inofBcvency low wage- low wage® an unhealthy 
•standard ot living and an onhealthy 't indard of living is a condition 
lavourable tor tie perpetuation ot illiteracy Again illiteracy 13 
the c'iUae it tie lick it organization anti want of organization 
lead- t' esploitation. \u 1 It w wage- to sweatedlabour and the ncious 
Circle Lontinne- Few tact, ne- make provusion for the training 
cd their opendre- r< 1 which we cm hardly blame the employer^ 
Thee ir<» ordinmiT a< t acnuttd by moures of-ocul service hnf are 
aotuated hv pecoaiin gam an! thev wj ild not willingly inciiran ont- 
Iiy tie renirn » wi h 1- at K'-t b ghlv problematic Ab-eateoism 
and tne ripi 1 tunic ter ot labi ur lo nc t encourage loiig»penod inveot 
aent- Nimrilly though a tew tactone- make proviaton for the 
educ'iunri la bdluiuex^ anl a lew others Lave adopted a system 
of appreuace-Lip U'- at the Tata- m the Railways and at the 
Ordnance Fac-tone-i the general posiuoa is one of apathy and 
neglect 

Faci» I initially with an attitude of antipathy and suspicion, 
the condition* in the nud*t of which the average factory opcrativa 
works are tir from happy The Factory Acts hare tried to re- 
moTO oome ot tie mc-i glarmn defects of tie -oluation but still 
the position ot the employee iia a ifc, the employer cannot be 
watched too caretuUy In. the ca-e ot the establishments that do 
not come within tie scope of the Factory Act, the aituatioa is mare 
depre-Bing In some ot the-e establishment? children as young as 
5 years ot ige are employed working without adequate meal 
interval- or weekly re-t day? ana often for I'D orl2 honrs daily 
for sum, a- low as 2 onaas in the ea-e ot tho-e of tendere-t years ’ 
Tie factories them elve- are often merely slum buildings occupied 
for the purpose iio power is u-ed m the-e establishments and the 
labourers are eaipluyed m «udi wise that they can easily be spht up 
into ba'^ches ot le's than 10 wodiuig sepirutely, thus defeatmg the 
reliet contemplated in Sec 2 ol the Factory Act 
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§ 3 

FAJOLT BUDOETS 

No all-India figures are available of the income or the 
schedule of expenditure of an average factory operative belonging 
to different industries A few facts gleaned from the figures 
compiled by the "Whitley Commission will however, make 
an interesting study* The compilations are based on published 
studies on the results of cases coming under the Workmen’s 
Compensation Act, and on the results of investigations carried 
out for the Commission The pubbshed studies relate to the investi 
gatjons of the Bombay Labour Office in 1921 1923 and 1926 on the 
wages m the Bombay, Ahmedabad and Sholapur Mills reports of the 
Indian Jute Mills Association Family Budget enquiries in Bombay, 
Ahmedabad and Sholapur with similar inqumes conducted on behalf 
of the Commission in other centres Investigations into family 
expenditure conducted by the Bombay Labour Office in 19‘’5 and 
1926 have also been drawn upon The figures disclose a high relative 
rate of wages for operatives m )ute mills followed closely by that 
earned in the textile mills The Bombay Labour Office figure for 
weavers attending 4 looms is Rs 2 14-2 per day In the engineering 
and metallurgical industries there are great vanations in rates and 
earnings due to the variety of occupations and great differences in 
skill Masons earn anything between Bs 30 and Es 70 per month 
carpenters and blacksmiths between Es 35/40 and Rs 76 and fitters 
and turners between Es 40 and Rs 80 The average rate in seasonal 
factones is about Rs IB for men and Rs 10 for women per month 
That IS also about equal to the amount earned by a coal cutter The 
rate for unskilled labour is influenced more or less by the prevailing 
rate for agncultural labour in the neighbouring area and may be a« 
high as Es 20 or Es ^ as m Bombay or Burma respectively or as 
low as Es 10 in some other areas 

So far as family income and expenditure are concerned the 

* As the Commission observe ‘We can realise the workers chief difS 
cilties Tse can distinguish the factors that create them and weeanpomtto 
directions along wh ch much can be done to mitigate them. But a quantitative 
analysis is impossible Even to such an elementarj question as the extent to 
which the workers eammgs suffice to provide for their necessities no precise 
answer can be given Eeport p 196 
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general poverty of the workmc class li brought out m greater relief 
by the relevant statistics Family budget enquines made iii 
Ahmedabad and Sholapur have disclosed that over 80 per cent of 
the families have an income of Rs 20 to Es 60 per month, 25 per 
cent having an income of Rs 40-50 per month The average family 
earnings are Rs 25 to Es 30 per month, being slightly higher where 
women, are allowed to work as ill Bombay For an average family 
of four, A recent investigation at Ahmedabad estimates the monthly 
expenditure at Es 29 5-8, while m Sholapur. for a family of 467 
persons, the corresponding figure is Es 37 13-11 per month The 
figure for Sholapur includes interest on debt (Es 2-8-4) but no repay- 
ment of pnncipal while that for Ahmedabad excludes both No 
provision IS made either for education or. apparently, for medical 
attendance, unless it is included m the term ‘ Ifiscellaneous " Food, 
clothing, rent, fuel and lighting account for 82 per cent out of a total 
expenditure m Sholapur and 85 per cent m Ahmedabad While it 
remembered that the rate of wages w relatively higher m these 
places, we are struck by the fact that m other industrial centres 
almost the nhole of the wages must be spent on the primary neces- 
sities of life When it is remembered, further, that each industrial 
worker carries a load of debt amounting on the average, to three 
months' wages, the situation may well be described as desperate 

§ 4 

lUnOCTR WEIPABE 

The poor nominal wages earned by a factory worker is seldom 
relieved by the provision of other amenities or facilities Housing 
facilities except in a few centres or in mdividoal cases are practically 
unknown, tho Riis/ces of Bengal, the Cftawfe of Bombay, the Chenes 
of Madras, tbo Hildas of Cftwnpore the of tbs mining areas 

of Jhona and Asansol aro dons unfit for human habitation and yet 
Wian.® , iv: -rznX -if tirt. •zuvjvrAy x/i the 

•working classes The investigation made by tho Bombay Labour 
Office m 1921-1922 showed that 97 per cent of the working classes 
were accommodated in one-roomed tenements with as many as 6 to 9 
persons Imng in one room In Madras city, 25 000 one-roomed 
tenements sheltered 150000 persons or one-fourth of the population, 
“The general shortage of houses is so acute,” write the Labour 
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Commission, "that the many hnndreds of workers are entirely homeless 
and live on the streets or on the verandahs of godowns m the vicinity 
of the harbour" In Ahmedabad also, 92 per cent of the houses 
are one-roomcd , “they aro badly bmlt, insanitary, ill-ventilated and 
over-crowded " As the Commission nghtly remark, the same tale of 
squalor could be told of other towns and industnal centres There 
has, no doubt, been some improvement in recent years through the 
activities of individual mills. Improvement and Development Trusts, 
municipalities and private associations but tho squalid surrounding 
in the midst of which the average workman lives is still the most 
prominent characteristic of his material existence 

If housing facilities are meagre, other amenities for the promo- 
tion of the health and welfare of industnal classes are practically 
non est Employers like the Tata Iron and Steel Works, the Angus 
Jute Mills or the Buckingham and Carnatic Mills who have been 
pioneers in welfare and health activities arc honourable exceptions 
that prove the general rule Modern humanitarian activities are 
marked by a scientific approach of which there is a total absence m 
this country so far as the industrial sphere is concerned Questions 
of dietary, industrial fatigue, child welfare, puhho health and general 
industnal hygiene are seldom regarded as an obligation of the indus- 
try or even of the community The Government, of course, labour 
under a perpetual want of funds The chief responsibility for such 
work must, therefore, neces'»anly fall upon the industry, the public, 
and the local authorities Tor the speedy assumption of such 
responsibility two things are necessary an enlightened public 
conscience and proper organization of labour 

§ 5 

TRADE TJlIIO\S 

This leads to the question of Trade Unions Many of the 
disabilities under which labour suffers in this country are due to the 
lack of organization and unity among the labourers 

Trade Unionism m India IS yet m an incipient stage In 1921. 
membership of German Trade Unions exceeded 13 millions, British 
Unions 8 millions, American Labour Unions B millions, and Indian 
Unions barely 600,000, while the total population of this country 
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exceeds ttat of the three other countries combined It was onlj m 
1918 that the first regular As ociation was founded \n India— that was 
mlladras and the Ail India Trade Union Congress was founded m 
1920 Labour leaders have «mce sat at International Labour Con 
ferenccs and other international meeting- have been nominated as 
members of the Central and the Provincial Legi latnres and hare 
participated lathe proceedings ofthe Indian Round Table Conferences 
that met in London during 1930-3'> The fird Trade Unions Act was 
however passed only lu 192C and even now etatistics relating to 
labour movement arc very imperfect Here also in the collection of 
«tatistics Bombay leads the rest of India A study of the figures 
published by the Bombav Labour Office reveals a heavy concentra 
tion of the uiuomst members in a few Union'* According to the 
figures edited by Prot K B Madhavo we find that most of the 
Ciuons are poorly provided there being only 4 Unions in Bombay 
whose receipts came up to R- 1 000 or above * The rates of siib®onp 
tion vary from 2 annas a month to 8 aona'* The types of Unions 
aUo vary greatly including a I hoc Lmone and stnke committees 
Some are non de«cnpc and m any case there is no checking of mem 
berahip or of the subsoription list At the end of 1929 the All India 
Trade Union Congress had ol Unions affibated to it while 87 Umons 
with a total membership of 183000 had been registered under the 
Trade Union Act of 1920 It is admitted that the Unions so regis 
tered form a minority of the total number of Unions though probably 
the majority of the vigorous organizations bavo been so registered 
History shows that labour orgamzatiims have everywheie had 
to fight for their rights and India IS no p.xceptinn Trade Unionism 
was illegal la Britain till 1871 Tn India the fight is not yet over 
The 1926 Act IS a mere palliative and a drastic revision of the same 
IS called for The application of the provuions of the Act is confiaed 
to those Uniona which "cek registration under it but registration 
does not mean recognition thongh it has led m many cases to 
recognition Politicil fands pohtical influence antipathy for 
outsiders and the new faugled idtai of erery labour dispute of any 
magnitude being engineered by communistic leaders have pre 
vented healthy contacts between the employer and the employee a 
* See a paper contnliutfiJ b> Mr K B Madhava to the Tenth Conference 
of the IndiaBDconoinic As ociativn 
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contact winch it should be the aim of trade unionism to hnng about 
and extend If communism gams any influence among the workers 
of India, it will be due to the failure of the employers to lead the 
movement along nght channels Bot it would be wrong to suppose 
that the mere fact that a Union or a labour leader associated with the 
Union IS in communication with or has sympathy for labour organi- 
zations in other countries or receives help from or gives help to such 
organizations is evidence presumptive of the communistic character 
of such a Union or labour leader Further, those who fight shy of 
the political funds or the political complexion of labour unions m 
this country will do well to remember that even in the United 
Kingdom, labour is a recognized political party, that it has formed 
the Government of the country on two occasions that the first 
National Government is presided over by a Socialist Prime 
Minister The representation of labour at the Bound Table Conference 
and in the various legislatures in the country also invests the working 
class with a political significance It must, of course be made clear 
that, for obvious reasons, the political funds of a Trade Union should 
be kept distinct from its general funds 


TSADE DISPUTES IN INDIA 

The general poverty and weakness of trade unions in India 
are reflected in the fact that the large majority of the strikes have 
been failures The failure of a stnbe may cause satisfaction to the 
capitalist employer and to the shareholders of the business concerned, 
but it has also its dark side m so far as it raises undesirable reactions 
on the course of the labour movement in the country ‘ Strikes are 
merely the symptom”, as the "Whitley Commission pointed out “most 
evident to thepubhc ofunderlymg discontent ” The failure of a reason- 
able strike adds to that discontent and, by robbing labour of its only 
effective remedy either forces the movement underground or results 
in a further deterioration of the position of labour During the years 
1921-30, there were as many as 1867 stoppages of work entailing a 
loss of 11,47 00 000 working days Of these disputes, 976 related to 
the question of pay or bonus and 425 to the question of personnel, 
mainly of reinstatement or dismissal of one or more of the employees 
while only 74 were concerned with questions of leave or hours of 
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irorL TTTO-titirds of the stnkea have been as TizLsacc'’'TfuJ 

Fi^nres compiled by Profc ~or Madhava ( 1^25 ) 'beew that in 
Bntam about 18 per cent of the strikes veto unsucce—fol es against 
two-thirds m India and over 70 in Bombay The following tabl‘’« 
bring the figures np to 
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It -will be seen from the tables given above that pay and 
personnel account for the largest number of disputes throughout the 
period. This shows that the strikers have developed a considerable 
sense of class solidarity and also that one of the main questions 
facing the government the labour movement is the raising 

of the general standard of wages Some of the strikes during the 
period were quite large The most important strike during the 
period was the general strike in the Bombay textile mills in 
1936 involved 109 000 workers and resulted in a loss of over 
6 700000 working days Incidentally, it provided the primary justifica- 
tion on which the machinery provided by the Trade Disputes Act of 
1929 was set Up In 1934, the Bombay Trade Disputes ConciUation Act 
was passed which has recently been strengthened by a further Act 
passed in 1938 Independently of the Indian Trade Disputes Act 
and the Bombay Act, a permanent arbitration board consisting of 
one nominee of each of the Mdlowners Association and the Textile 
Labour Association has been set up at Ahmedabad since 1920 

One or two facta may be noticed in this connection Many of 
the stnkes affected workers belonging to more than one provinoe 
In 1933 one dispute extended to 5 provinces while the B N H stnke 
which began in December, 1936 was gradually extended to include 
the provinces of Bihar, Bengal, Central Provinces, Madras and 
Onssa This being so, it is essential that there should be means of 
conciliation on an interprovincial basis Compulsory reference to 
arbitration where the labourer end the employer may sit across 
a table and be enabled to know each other’s point of view more 
quickly than by prolonged correspondence will be regarded as a 
move m the right direction But while provincial hoards of conci- 
liation and arbitration should certamly be set up functioning under 
the general direction and guidance of the Minister of Labour, there 
should be as suggested above, an interprovincial authority for the 
purpose of settling disputes which extended to more than one 
province Though the Act of 1929 penalises lightning stnkes 
stnkes m certain public utility services and the general stnke, it 
does not provide any speedy or convenient method or means for 
settling industnal disputes The setting up of a machinery of 
conciliation to which all disputes must be referred in the first 
instance may be supplemented by the establishment of a permanent 
Industnal Court to which appeals from the arbitration boards will 
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he The justiciability of a dispuko shotdd ho-?reTer, be dearly 
defined 


§7 

SCOPE OP FACTOfi^ tEOWLATIOV 

The history of factory legislation in. India shews that the 
protection afforded to industrial workers baa been continuously 
estended since the first factory law was passed m 1688 The scope 
of the Factory Acts has been estended from time to time, mainly in 
three ways — by regulation affecting specific dosses of workers, by 
regulation affectiug specific classes of establishments and by powers 
gi\ en to the ProTincial Governments to include under such regula- 
tion smaller places of a similar kind In most cases the law affec- 
ted the lactones using only power machinery but m not a few cases 
factories which do not use tnachuiery hare also been notified either 
on account of the large numbers employed or because of the danger 
ol the processes or for other reasons Yet there are even now large 
numbers of mdiwtnal eslablishinents which cannot be brought under 
the scope of the eiiisliug laws relating to factories The Soyal 
Commission on Indian Labour estimated that the number of factories 
which employed more thau 9 and less than 20 persons is not less than 
2000 Though the Provincial Governments have the power of 
applying the Factories Act to any such factory they do not do so 
mainly on account of the inadequacy of the stafi at their disposal for 
inspection and other practical difficulties Further, their power of 
applying the Factory Act is limited to applying the Factory Act in 
exUnso and it was m view of this fact that the Labour Commis- 
sion. recommended that the Provincial Governments should he given 
authority to estend any selected sections of the Act other than 
those automatically apiibed The recommeudation was intended 
to apply to factories using powrar and employing not more than 10 
but less than 20 persons Even in the case of factories employing Ie«s 
■11111.11 10 persons the Commission recoxameuded that the restrictions 
should apply wherever there was reason to believe that the condi- 
tions prevailing constituted a danger to life or limb They also 
recommended that the entenoa for determining the number of 
workers employed in su^ places should be the aggregate number 
employ ed for any part of the 21 hours and not, as at present, the 
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number employed at any (pyen moment, that is, employed 
“simultaneously " 

So far as the factories employing’ no mechanical power are 
concerned, the Commission pointed out that there were many such 
factories that did not employ any mechanical power but employed 
large numbers of workers As an erampla they referred to the mica- 
cutting and splitting industry which was wholly unregulated but in 
which the umts were not only often large, going up to as many as 
800 workers, but which gave employment to a large number of 
children Similarly, in the industries of wool cleamng, shellac 
manufacture, hidi making, carpet weaving, tanneries, etc , conditions 
obtained showing the evils of non-regnlatjon In some cases there is 
over work, in others employment of young children and women 
under undesirable conditions, and in all there is an absolute disregard 
of the conditions of health and sanitation for the workers 

While there has been a progressive decline m the number of 
children employed in the regulated factones, the average number of 
children employed m the factones bemg reduced from more than 13 
in 1922 to less than 3 in 1932, there is do record of the number of 
children employed m the unregulated factones Yet the long hours 
of work to which the child is sabjected in these factones, the poor 
payment which is made to him, in some cases amounting to not more 
than 2 annas per day, and the extremely unhealthy envmonment m 
which he works — all these constitute a persistent challenge to the 
liberalism of the present century, a challenge that requires to be 
immediately met Even children of 5 or 6 years of age are employed 
without compunction in some of these industnes The following des- 
cnption of the ways in which the unscrupulous employer may 
circumvent the law is thus given by a careful student of labour condi- 
tions in India 

In the case of the regnlated factones alao, even after the rntrodaction of 
certificate system regardmg age and health the abase of employment of boys 
under age IS not out of practice As there is no whole tune Surgeon to examine 
the hoys there is little check on the willing ahnsers The recent token system 
13 a nominal proviso which protect more the abusers than the workers The 
token of a certificated young worker may be placed on an uncertified child 
which cannot he easily delected The multiple shift system affords another 
advantage to the employers to crosa the penalty zone being unscathed, because 
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tjj«- i- an easily eEpIoy tt** aaa* batcli of cluld h a Tanataoa ir.'i 

comfeinatioa la i* for a lans«r fettod ttias i.» pr'^nbe'i bj. * 

A^auL the Utt relating to woej**u Ubour in Indm nc<’d to b** 
tightea«d up Th** first law telatmg to women labour wa. pa^ ed in 
1691 and it was •mcce'-'siTely improTed by the Acts of 1911 ISfii 1923 
and 1934. The Act of 1691 prohibited rnght work for wom^^lh'- 
Acts that were passed ‘uib eQu^ntly afforded protection to women 
m different directions The Act ot 1911 tor instance provided tha* 
women and children hould be prohibited trom working dtinng the 
cleansing of dange'OUs i* al-O re^tnctsd their employ- 

ment when the cotton-openers were at work The Act of 1922 
afforded an additional protettion to th* women employees and pco- 
hibite'J eniploJ•neu^ of wom*'a and D>»r<ya3 under IS yea-« in mne 
or lead woths in the naaotacTpie ot alloys containing more than 
10 per cput lead or mining or pastiDg m. coonection with th“ mauu 
faeture or repair ot elactneal eccuc3ulato"« The A'~t of 1°34 forbidf 
the employment ot women and children for the pnrpo e of cleaning 
or oiling any part of tha machinery of a tac'ory while that pi*t is in 
motion under power or m any work which is to be performed bo 
tween moving ports or between fixed or moving par's of any maehi 
ncry which is m notion and"’ power The employment of women 
and children m the proximity of coUon-openers has al o been 
prohibited and under 'ettion 33 of the Act the Provincial Govern 
meat have been empowered to make rules relating to the health and 
safety of the workers m hazardous operations 

The mam protection for women labour relates however to the 
question of maternity benefits The ‘Wa-^hington Convention of 
1919 recommend*^ the foIln wiiTfr benefits for woni®n workers «is 
weeks’ leave of ab'ence before confinement on production of a 
medical certificate ''ating that it will probably take place within 
'll weeks six weeks leave after childbirth no dismissal from work 
during the period of legal abaence together with cash benefits and 
free attendance by a doctor or a certified midwife the fond far the 
purpose being created either by public chanty or by a sy«*ein of 
insurance Smee this Convention, different countries have adopted 
laws intended to implemen' the recommendations of th>^ Convention. 
In Great Butain insurance is compul'ory for wom°n worke’^ 

• P K Hokkeife ioftour I.«gi»laii07i»a Bn’jih Jndi<.T(lS3D p 24 
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Married -woroen get greater privileges than the unmamed by 
receiving double benefits Women are prohibited from working for a 
period of 4 weeks after childbirth Under the National Health 
Insurance Act of 1924, compulsory sickness insurance has been 
introduced in England A directly insured person receives an 
allowance of not less than £ 2 whether mamed or not A married 
insured womeni or a widow giving birth to a posthumous child, may 
draw from her husband’s insurance or from her own, a second con 
finement allowance of £ 2 The cost of granting a medical certificate 
IS always deducted from tho allowance In case the woman 
employed becomes sick in the post-natal period, she would receive not 
less then 12 s a week for 26 weeks under the sickness benefit system 
and if the incapacity continues for a longer period, then she would 
receive 7b 6d, per week under tho invalidity benefit system Simi 
larly, France which has shown the utmost consideration for the 
working mother has adopted a number of laws and regulations for 
the rehef and protection of the mother The beneficiaries of the 
French scheme are however, usually limited to those whose wages do 
not exceed 1500 francs and are liable for compulsory insurance but 
cover a large variety of workers including women teachers in publio 
schools The French law further lays down that work may not be 
resumed until a medical certificate is obtained stating that the mother 
has recovered Besides the grant of the necessary ante-natal leave 
of absence there is also provision for nursing allowance and mater- 
nity allowance which are proportionately raised in the case of multi- 
parity The nursing allowance is afforded for a period of six months 
amountmg from 15 to 76 francs of which the State pays three-fourths 
and the Department and Municipality theremainmg one fourth Italy 
heads the list of all the countries in point of the number of laws or 
decrees regarding women labour Japan also bas not neglected the 
interests of women labour and has passed a number of laws govern- 
ing tbeir health and interests In that country there is a compulsory 
insurance system which covers persons employed in undertakings 
within the meaning of the Factories’ Act and the Mines’ Acts 
excepting the salaried employees of admmistrative offices whose 
annual salaries exceed 1200 yen * 

♦These facts are taken from P K JIukherjee Labour Legt$lafion in 
BrtUih Indta pj. 40-65 
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If tlie facts which lia\o only been \ery bneflj di«ciis3ed aboro 
are considered with referenco to India, it w ill bo clear that we ha\ o 
not done our duty either by the children or by their mothers Tho 
institution of a Xabour Control Board will bo proposed ptcscntlj to 
provido the planning authority with an orgontzation for the purpose 
of guing an impetus to the Provincial Goieriiments and of framing 
a uniform scheme of social msomnee and metemity benefit which 
can be applied bj the different provinces with suitable modifications 
It is essential that the Board should also applj itself to the question 
of bringing tho largo number of unrogulated factories w ithin the 
scope of the Factorj Act The practical difficulties of which the 
Provincial Govornineuts Lad complained before tho Labour Com- 
mission should not be regarded as iu«uperable bj an authoritv which 
13 epecuvUy created to overcome them A Labour Charter is the 
first essential nececsity in a national labour poliej Nodifilcult}, 
however great should be allowed to deter the authority concerned iti 
frauiing a suitable scheino of relief and protection for the loihng 
millions of tho countrj 


§ B 

THE WOnEFBS ClIAPTtn 

It shall be tho duty of the planning authority to create a- 
substantial Uhoor platfcrm which instead of undorammg tho capt* 
talistio structure, will, on the country strengthon the economic frame- 
work of the country The first dcsidcralom of tho situation is tho 
adoption of a minimum wage convention Tho jninimuni wage is 
not of course a fixed idea but it should bo made to vary from tima 
to time, but not too frequently, with long ponod changes in tho 
price level The co operation of the statistician and sociologist 
should be sought to lay down an eflecUvo labour standard for the 
countrj What is aimed at IS not an absolute u age standard for all 
industries but n minimum wage contract for all under the control 
and autnonty ol an Industrial fLouncil T be minimum wngo must 
not only provide for adequate food, clothing and shelter to tho 
labourer and his family but also leave a surplus sufficient to enable 
him to meet his medical expenses if any. tho cost of the education 
of his children and to provido for a reasonable amount of recreation 
The workers charter will not bo complete without a full and 
adequate provision for social insurance Sickness invvhditj oldage 
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—these are the social risks which in the interests of the society 
should be insured against The scheme should include, for the 
women, additional benefits in the event of maternity Even in 
western countries, social insurance has come at a rather late penod 
of history and even now the movement is not complete Dividing 
social insurance into the four well-known categories of sickness 
accident, invalidity and unemployment, the following dates will 
prove of interest* 




/ s.Sickness — Germany (1883), Italy (1910, maternity 
only)i 3reat Britain (19111, Bussia (1912), Japan (1922), 
France (1927), Italy (1927, against tuberculosis only) 


P Accident —Germany (1883), France (1897), Italy 
(1904) and Hussia (1912) 

C InvaUdity — Germany (1889), Great Bntam (1911), 
Russia (1922). Italy (1923), France (1927). 

J) Unemployment —Great Britain (1911) Russia (1922), 
Italy (1923) and Germany (1927) 

The International Federation of Trade Unions ID their Congress, 
held at Brussels in 1933 considered compulsory social insurance to 
be the best way of protecting the working classes effectively against 
occupational and social risks As regards the cost of social insurance 
the Federation proposed that with regard to sickness, maternity, 
invalidity, old age and unemployment, the funds for insurance are 
to be derived either from the contributions of the employers and 
insured persons plus grants from the government or exclu'^ively 
from the State by taxation while with regard to industrial, accident 
and occupational disease, the funds are to be derived exclusively 
from the emplojere On the question of the administration of 
social insurance, the Federation remmded that the insured persons 
must be accorded the widest possible share m the administration of 
social insurance, and trade umons are to be recognized as the legiti- 
mate constituencies for nommating the representatives of the insured 
persons on the social insurance institutions 


In India it is significant the economic demands of the workers 
and the peasjints are at present largely influenced by political con- 
siderations The future of the worlter and the peasant is now identified 


•See B K, Sarkar .yciciul Insurance, and .ytafiitics (1936) p C 
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with that of the Congress Some of the resolutions passed at a 
recent Conference (1-91U) of the Socialist Party may be meutioned in 
this connection After declanng m favour of the Congress goal of 
complete independence the Conference insisted on the following 
programme 

(1) Transfer of all power to tho producing masses 

(2) Divelopment of tlie ecoaotnic life of the conntry to be planned 
and controlled t)> tho State 

(3) Soetalization of Vey and pnnripat Industrie* snch as stfiet, 
cotton, jute railwai shiooing mm ff- b^nli j pnd puhltC-Utllltvsemcea 

(4) State monopoly of foreign trade i 

(3^ O^maation of CO operative societies for productioa diatri 

liiitinn and credit in tho iinsoniwzed section of economic life 
(G) Ilediatribtition ot land to peasants 

(<) Eneo iragcmcDt and promotion of co operstire fanning with 
a naw to the uUimtie voUeeiivisatioa of aU. agricultare lu the coiintry 
(8) Liquidation of debts owing by peasaste sod workers 
(11) TVb prortsion of work, to evert able bodied adult end ot 
eoetal insurance agautst unemploymeDt old age tickoess accident, 
uialernity etc 

(10) To everyone according to bis Deed* to be the ultimate basis 
of distnbotion of economic goodi 

(It) Adult franebts* on a {xmetional baais 

Other dotnaads which were marked oat as immediate lacladed 
the following 

(1) Uanicipalization of public atiLty services 
(’) Control of nsury direct or indirect 

(d) A steenly graduated tax on all incomes inclading incomes 
from agncoltiiral aonrees above a fixed mimmam 
(4) Graduated deatlHluiies y 

(а) The right to form omotts strike and to picket 

(б) CompuUoiy recognition by employers of workers unions 

(7) A living wage 40 hours week and healthy quarters and 
couditiou* of wort 

(8) Equal wages for equal work Weekly payment of wages 
wherever demsnded. One month s t^ave every year with full pay to aU 
workers and two months help with pay to women workers daring 
maternity 

(8) Provision against employment of children of school gomg age 
la &cWrrt.'» aarf wumca amf cAinAcc in imaVrgrotind' mining an<f oaiar 
duous occupations 

It is of roiirse quite possible to argue that many, if not most, 
of the above demands are impracticablo in the present circums 
tanees Many of them have nothing to do with a labour platfona 
at all The real point to be coniidered however, is the extent to 
which an abstract ideology inflaences the presentation of the 
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■vTOrkers’ demands As in tho case of tho programme so also in the 
case of leadership the -workers have so far had to depend more on 
the agitational than on the organizational aspect of the labour 
movement The Congress platform m this respect is also more a 
declaration of policy than a programme to be immediately achieved. 
One of the Fundamental Rights laid down m the Nehru Report -was 
that the freedom of combination and association for the main- 
tenance and improvement of labour and economic conditions is 
guaranteed to everyone and all occnpations All agreement® and 
measures tending to restrict and obstruct such freedom are illegal ” 
The following clauses in the list of Fundamental Eights adopted 
by the Congress have thus defined its attitude with regard to 
labour 

(0 The organization ol economic life must conform to the principles 
of justice to the end that it may eecnre a decent standard of living 

(■0 The State ehall eafegoard the interests of industrial workers 
and shall secure for them by suitable legislation and other ways <1^ 
Imngwase healthy conditions of work limited hours of labour suit-\ 
able machmerj for the settlement of disputes between employers and ' 
workmen and protection against the economic consequences of old age 
sickness and unemployment 

(ill) Labour should be freed from serfdom and conditions border 
ing on serfdom 

(it) Protection of women workers and especially adequate provi 
Sion for leave during maternity period 

(t) Children of school going age shall not he employed m tnmes 
and factones 

(ti) Peasants and workers shall have the right to form unions to 
protect their interests 

The Congrfsff could not of course, ignore the C S P and the 
misunderstandings that might arise in the country on the Congress 
attitude towards labour due to the formation of this Party At a 
meeting held in Bombay in June i9J4 the "Working Committee of 
the Congress thus stated its attitude “Whilst the Working Com- 
mittee welcomes the formation of groups representing different 
groups of thought, it is necessary, in view of loose talk about con- 
fiscation of private property and necessity of class war to remind the 
Congressmen that the Karachi resolution as finally settled by the 
A I O C at Bombay, in Angnst 1931 which has already laid down 
certain pnnciples neither comtemplates confiscation nor advocacy 
of class war The Working Committee is further of opinion that 
confiscation and class war are contrary to tho Congress creed of 
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non-violence At the same tune the Working Cornmittee is of 
opinion that the Congress does contemplate mser and jnster use of 
pnvato property 'o as to prevent the esploitation of landless poor, 
and also contemplates heahhier relationship bet^reen capita! and 
labour ’ 


§ 9 

OROA2fI2\TIO\ 

To act as a clearing house of mfomintion. to advise, to initiate 
and to review labour legislation to hold and allocate fnnds for 
labour welfare work and to do snch other things as may be necessary 
for securing and safeguarding the interest of labour a Central E^abour 
Control Board should be set np by the National Economic Council 
with an Industrial Council attached to it The Industrial Council 
should consist of representatives of labour, employers and the 
Govemment together with a numbet of sub committee* reporting 
/to the Council on matters affectiag special interests such as woman 
labour etc . the total number of member* of the Council being 
limited to 20 It is desirable that the Federal Government should 
have a special portfolio of labour and of legislation involving the 
creation of any mnl nghts or liabilities whwib should be treated as 
federal Slnst, of the provincial Ministries have also set np Mintc 
tries of Laboof and It would considerably assist the worimg of such 
Kimstnes if Provincial Indostnal Councils were set np to which 
reference of all disputes which cannot be settled by voluntary 
conciliation should be compolsonly referred 

One of the pnmarv functions of the Central Labour Board 
should be to assist and advise labour as well as all the employers on all 
matters affecting their mutual interest whenever such ad vice may 
be sought It should be the registenog authority for all trade nnionj, 
compulsory registration being provided for all trade muons satis- 
c'KiViEemau/.snf tfcftlaw Cnm.p*jls«.cy ieg;\£t’rjA.’'an, its 
part, should entail compulsory rccogmtioa For the purpose of 
promoting the growth of healthy trade unjomsm in the country, the 
Central Labour Board should appomt a body of Organizers whose 
duty should be to assist in the formation of trade unions on proper 
lines. It being laid down that the Board must not sanction registra- 
tion for any trade union which is not certified by the appropnate 
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Organizer Appeal should lie against any action of the Organizer 
to the Central Board Finally, the Board should undertake eniliiines 
and investigations relating to labour conditions It should maintain 
a Central Labour Exchange and a chain of Provincial Labour Ex- 
changes for which the Central Excdiatige might be a co ordmating 
body The adxainistraUon of all schemes of social insurance and 
unemployment relief should be subject to the ultimate control of 
the Central Board 

It has already been pointed out that the prmcipal duty of the 
Organizers appointed by the Central Board should be to assist the 
formation of trade unions on proper lines It may be possible further 
to utilize the services of these organizers for the purpose of 
orgamzmg labour welfare schemes with the help and assistance of 
the employers and the trade unions concerned The Central Board 
itself may encourage the adoption of such schemes by offering to 
bear part of the cost say, on a fifty fifty basis Again, the Organizer 
may also he required to supervise the recruitment of labour wherever 
the Board may direct him to do so in view of the special cir- 
cumstances of any particular area 

The enumeration of these fonctioos is it may he added, mors 
suggestive than exhaustive It is intended as a basis for a com- 
prehensive rational effort to attack the problem of labour There i<» 
at least one advantage attending such effort m this particular case, 
and it IS that we are only experiencing the beginning of the labour 
problem A well directed rational programme has a greater chance 
of success at this stage than at any other 

§ 10 

PROfl ftAilfM I-: 

The following programme may be suggested for the considera- 
tion of the planning authonty under the different heads — 

Minimum Wage • — The purpose of minimum wage regulation 
Vy Tibuili li Tiiemit *c!iie fmng olbegaldy eniorceahle minimum rates ol 
wages by some authonty other than the employers and workers or 
organizations of employers and workers directly concerned is to 
secure for workers such wages as are adequate to promote efficiency 
and to enable the woiker to mamtam himself and his family in 
accordance with such minimum standards of comforts as may be 
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reasonable in relation to tho Qatnro of his occupation A second 
consideration is that wortera should ho paid wages more or loss 
eriiiivalent to wages of worhora m comparablo occupations Naturally 
difi'eront occupations should have different scales of wagci, and 
therefore, different minimum wages A recent survey* issued by 
the International Labour Office deals with the minimuni wage legisla- 
tion and practice in nine countries Thus m Great Britain, the 
principal legislative measures regulating mmimum wages are tho 
Trade Boards Acts of 1909 and 1918. the Agricultural Wages 
(Regulation) Act ot 1924 tho Coal Mines (ihmmum Wage) Acts of 
1912 and 1931 and tho Road Haulage Wages Act of 1938 Tho 
Trade Boards Acts set up Trade Boards in tsrtam industries where 
wages were abnormally low and contain provisions for extension of 
the scope of this machinery to other industries by provisional orders 
subject to confirmation by Parliament In 1935, the number of 
Trade Boards m tho country was 47 and tho number of worliora 
covered was 1,135 870 of whom 73 per cent were women , in August, 
1938 the number of trades covered stood at 48 Though India has 
not ratified tho Minimum Wngo Fixing Machinery Convention 
adopted by the International Labour Conference in 1928 there has 
been discernible in recent jears a distinct movement in favour of 
mituttiuni wage legislation m certain trades Tho movement 
received support at the hands of the Royal Commission on Indian 
Labour The question has also been put into the forefront of the 
labour programme by the Bombay Textilo Inquiry of 1937 and also 
by the Committee appointed by the United Provinces Government in 
the same year to investigate the conditions of labour in general in 
Cawnporo and the textile labour in particular The Committee re- 
commended mimmum wage scales in certain categories of worliers 
and the setting up of a Wage Fixation Board on tho lines of the 
British Trades Boards Similarly, mnsequent on a resolution adopted 
by the Bihac Legis^lative Asiembly, the Government set up in 1938 a 
committee to enquire into tho conditions of industrial labour m 
Bihar and ascertain the possibility of setting up mmimum wage fix- 
ing machinery m the province In January, ^938._ihi2_Bam^ay 
Municipal Corporation approved of a proposal to fi x Rs 25 p er 
month as the minrasum wages for adnlt male workers, Es f or 

^ Wage— an International Suney (Internationfll Labour 

Office) 183) 
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women workers and Rs 19 for children Several private bills 
are also under consideration m different provinces dealing 
with the same question In the plan suggested in this chapter, it is 
recommended that there should be in the first place a minimum 
wage for all adult male workers in whatever trade they may be 
engaged This minimum wage should not be less than 
Rs 20 for unskilled workers and Rs 40 for skilled workers 
Subject to this general minimum however, there should 
be different minima for different trades which should be 
fixed by Trade Boards set up on the lines of the British Boards but 
working under the general aolhonty of the Central Labour Board 
The general aim should be to bring about immediately an increase 
of 50 per cent in the average monthly rates of wages prevailing m 
different occupation'' It is essential that a full wage census should 
precede the fixation of the minimum wages 

Hours of TKori —The maximum number of hours for a working 
day (24 hours) for any individual worker should not be more than 8 
and that for the week must not exceed 48 with one day of rest m 
every week Casual leave should be permitted for 10 days, privilege 
leave for one month on full pay for every 11 months’ work end 2 
months’ medical leave on full pay Marnod women should have 
maternity leave for six weeks before and six weeks after confinement 
during which period every worker should be entitled to maternity 
benefits including free medical attendance No young person below 
the age of 16 should be employed in any factory Night work for 
women and children should be totally prohibited No women should 
be employed under-ground m mines or m any dangerous occupations 
Every young worker seeking omploymont in any factory should 
produce a certificate showing his acadomic attainments and techmeal 
proficiency from the school or schools that he had last attended 

Housing — Every labourer should be given at least one room all 
to himself and his family Separate accommodation should be given 
to married workers and bachelors The total space allowed must be 
sufficient to prevent overcrowdmg, and provide for decency There 
should also be adequate sanitary arrangements, with sufficient privacy 
for married quarters Nurseries should be provided wherever a suffi- 
cient number of working mothers are engaged in any mill or factory 
The cost should be home on a fifty-fifty basis by the employ- 



INDUSTBIAI. LABOUE 


&43 


ors and tho planning anthontj or the Go\ eminent The nature 
o£ the aecommodahon to ho pnmdeil mn!?t conform to specifi 
cations laid down by the Ministry of Health 

'Welfare Seinces — Any employer emplo>ing moro than 100 
■workers should proyido for free medical inspection and treatment Ho 
should establish a free hospital or dime if tho number of Ins 
employees exceed 500 In special case3 tho planning authority or 
the goi ermuent may make smtablo graat< for tho purpose Secondly 
the emplojer should pro-nde tho capital equipments for any athletic 
or other recreational facilities that may bo necessary In the interests 
of the health of the -workers Thirdly, wherever there is a sufficient 
number of children tho authorities of every factory should provide 
for elementary schools 

//iSKrnnee —Scientifically framed schemes of social insurance 
against employment accident and old ago should bo devised 
covering every worker satisfying the necessary conditions 
Here also the employer and the planmng authority or the govem- 
ment should equally share tho co«ts of the schemes the workers 
being exempted from any contnbulien or if it is deemed \nvde«irable 
to exempt the worker aUoffother the worker may bo asked to contn 
bute a nominal sum ]ust for the purpose of awakening his sense of 
responsibility in the proper working of the schemes * 

ComiUation —Every «pecifietl industry should set up methods 
of conciliation for all disputes For this purpose joint associations 
of labourers and the employers should bo sat up and it must be 
understood that all disputes must pass through such associations 
before they are brought up to the Industrial Court or the Tndiistnal 
Council for final decision The militant aspects of trade unionism 
should be brought into play only after all tho available means for 
the settlement of disputes in the shape of these assoentions and 
councils have been exhausted without any appreciable effect 

Trade. ITntonism — The membership of a trade union should be 
open only to the -workers engaged in tho industry concerned The 
office bearers of the union shonld also normally belong to the 

"For a lull discn»9ion of the Organisation that has Leen set np in d ffeient 
couatnes to collect and adiruniater the foods lor Doaueinc the iiiaarancea sea 

B K SarXar Social iHsarauee Legulationaad JStaUsties 165 The 

Eussiin system of uniSed organization seems to be preierable acting under the 
co~ordinsting authority of the Cantcal Iiabonc Ward. 
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industry but wbere it is not possible to find suitable persons for 
the purpose outsiders may be taken in for a limited period Every 
union should have to register itself and every employer must 
recognise a registered union The political funds of the union 
must be kept distinct from other funds No stnke should be 
declared until after all the available means for conciliation and 
settlement have been tried without effect even then the stnke 
should be notified at least two weeks in advance of the date on 
which the strike is to be declared in the case of all industnes except 
those which are important from the national point of viow in which 
case the notice penod should extend to at least 4 weeks A general 
stnke should be legally subject to the conditions that the strike is 
not allowed to affect public utility services 

It must be emphasised once again that the programme set forth 
above is more suggestive than anything else Some of the items in 
the programme may seem to many to be a little too radical in the 
existing oircumstauces It may be quite possible to agree with such 
a view But the point that 1 want to urge is that the worker mu&t 
have his charter and it is on the care with which the charter is 
prepared that the delicate frame work of industnal peace rests A 
happy working population will make the National Economic Plan an 
immediate success if on the contrary the workers of the country 
are discontented dissatisfied and overworked it would be difficult 
to push through any such scheme to ultmiate success 



CHAPTEK XXIII 

TJNEilPLOYltEVr 


§1 

SCOPE op THE TEEM 

If anyone 'irere to a-k me what is the most acate of Ihe 
problems facing yoor coontix I would nDhpsitatingly answer 
Tuieinployiaent. 

When however we use this word we tatist be careful as to the 
preciso meaning that we attach to it Elven such a clear thinker as 
Profe, or Pigou thinks the term ^omewUal dilUcall to deHne with 
accuracy" though its general «igniilcaoce is understood by all** 
First of all wt distingonh between the unemployed and the uu 
employable The unemployable are either ibo e who are incapable 
of working or tho e who are auwiUiug to work even if capable To 
the former class belong the aged and the infir m to the latter class the 
habitual Tagrant The«e clas-es must obvionJy be eicladed from 
any me^urement of the esteut ofunemplojinent. Again unemploy 
inent means not nece'«anly that a pe^on is wholly out of work 
If on^ man is "wholly out oi work the extent oTunemployraent inll 
be the as when two men are employed only half the time that 

they would otherwise be employed The word otkeriei^e mean, m 
the ab euco of the eoaditxous preventing full employment at the 
rates normal for any given mdurbry If all tho unemployed persons 
were given 'hort time work, there would therefore stiU be un 
employmenL The onenplosrment would be greater if the men are 
given work at lc*>s than the normal rates of wages for the given 
indu-tnes Part passv if at any given time there is "^ay one man 
who Is employed and one who is not, the total unemployment 
44 



346 


ECONOMIC EECONSTfiUCTION OF INDIA 


(corresponding to the normal working day of the man who in the 
absence of work is now unemployed) would be lessened if the man 
who IS employed works overtime in addition to the normal period 
of his employment 

Thus according to the British National Insurance Act un 
employment prevails when a man cannot obtain the work he desires 
(i) otherwise than in a situation vacant on account of stoppage of 
work due to an industrial dispute (ii) m the distnct where he was 
last ordinarily employed otherwise than at a rate lower or on condi 
tions less favourable than those which he habitually obtained in his 
usual employment in that district, or would have obtained had he 
continued to he so employed and (m) m any other distnct other 
wise than at a rate of wage lower or on conditions less favourable 
than those that generally obtained in such distnct This definition 
will it IS easy to see be very helpful in investigating the precise 
extent of unemployment provided of course that the data regarding 
the normal rates of earnings in different industnes and in different 
districts (industnal areas) are available The last proviso is impor 
tant because it is on the rock of the lack of adequate and reliable 
statistics that the investigation of the precise extent of unemployment 
founders This is true not only of India it is true in greater or less 
degree of every other country in the world Yet a rough and ready 
approximation is found by means of trade union figures in other 
countries while in India even to these figures little statistical value 
can be attached At the end of 1929 only 87 unions claimmg 183 000 
members had been registered m India under the Trade Union Act 
There are many unions which are not so registered and it is signi 
Scant that the All India Trade Union Congress had affiliated to it in 
December 1929 only 61 niiions claiming a total membership of 
190436 Again not all the societies which are registered are re 
cognised for the Act does not provide tor compulsory recognition of 
registered societies The result is that very few of the trade unions 
coaid he called real or effecdive representatives of labour in the 
industnes concerned nor is the T U C strictly entitled to speak m 
the name of the general body of labour in India It would therefore 
be useless from the purely scientific standpoint to turn to the Trade 
Unions as the source of rebable information regarding the state of 
employment (or unemployment) in any given mdustry 
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§2 

EXTENT UK ITtEMPLOmENT 

Taking tlie protlem of unciaployment as a w^jole it has already 
been noticed that tbe proportion of non working dependants 
in different occupations \anes from 38 to 64 per cent in this country 
The proportion is a little orer half of the whole population The total 
extent of unemplos ment will thus be evident if it is remembered that 
tho workers include both earners and working dependants and that 
the proportion of earners to working dependants is about nine to two 
The figures thus present a staggering story of both unemployment 
and under employment In absolute number the number of non 
working dependants in India is 196800 000 The total number of 
working dependants must also bo over 26000000 

Of the occupations classified tho Production of Haw Material 
claims 671 per cent Industry clauos 9 7, Transport 1 6 Trade 6 4 
Public Force 5 Public Administration 8 Professions and Liberal 
Arts 17 and Miscellaneous 133 The comparative occupational 
constitution of the larger geographical units IS fsbown in the follow 
mg table inclusive of subsidiary occupations 
TABLE 


Distribution of 1 000 

A and B 

I Exploitalien of 
aiuaali Bud 

vegetation 814 650 747 

' occupations in 

676 678 600 462 

631 

745 

553 

II Exploitation of 
Uinerals 

4 

2 

8 

1 

6 

2 

1 

1 


4 

III ludustry 

83 

83 

83 

113 

118 

83 

88 

170 

117 

107 

IV Transport 

17 

20 

9 

20 

41 

12 

13 

21 

9 

45 

\ Trade 

33 

68 

44 

51 

93 

44 

42 

60 

51 

119 

C Pabbe AdniiBvs'tatiou 

Professions & Liberal 
Arts 

15 

28 

17 

39 

44 

20 

22 

41 

20 

38 

D Others 

26 

114 

92 

100 

20 

39 

372 

73 

58 

119 


It will be seen from the above table that the percentage of working 
population depending on agnoultnre vanes from 46 2 m the case of 
Madras to 746 in the caso of tho United Provinces and 81 4 in the 
case of Assam The low percentage of the agricultural population of 
Madras doo3 not however mean that a larger percentage is engaged 
in trad© industry or commerce for Madras has the invidious distinc 



348 


ECONOMIC EECONSTBTJCTION OF INDIA 


tion of having the largest percentage of the working population in 
class D The Punjab seems to bo occupationally the leading industnal 
province with 17 per cent of her working population emplojed 
in industry, U P coming next with 117 per cent, Bombay a close 
third with 11 3 per cent, and Hjirdcrabad a close fourth with 10 7 per 
cent, while Bengal and Madras compete for the fifth place with 8 8 
per cent each Burma which la separated from India is not taken 
into calculation 

The role of women either ai earners or as working dependants 
does nob appear to be very important In subsidiary occupations 
there are in every 1 000 earners only 239 females to 761 males while 
if domestic service be excluded the figure of females per 1,000 
workers falls to 1B4 Among earners m principal occupations the 
number of females per 1000 earners IS 222 Among working depen- 
dants on the other hand females nnmber 733 to 267 males while if 
principal and dependant occupations be taken together, excluding 
subsidiary occupations which only represent the duplication of 
occupations by individuals already counted the proportion of 
actual female workers to males is 317 to 683 m every 1 000 In 
domestic service the proportion of female workers is the highest ^ 
being 808 per 1 OOO’workers 


^3 

INDCSTBian UKEUPLOTMENT 

As regards the population that is engaged in ‘Organized 
Industry'’ the number of workers employed in organized labour is 
extraordinarily low for a population as that of India The daily 
average number of hands employed by establishments in British 
India to which the Factory Act applies is only 1 663 169 Of the 
total number of workers employed in plantations mines, industry 
and transport, not more than 12 per cent is employed m organized 
establishments having 10 or more employees If the number of 
workers employed in the unregistered factories is included, the total 
may come up to 6 000 000 as the figure of organized labour in India 
In this connection it will be of interest to quote the following re 
marks from the Census of India * It has been claimed that Indian 
factory labour is very largely of the casual descnption , that it is not 
skilled and it is not recruited even from the hereditary trades to which 
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It might te expected to look for its supply , that irbile Ihf hereditary 
weaver is maintaining a precanous enstence weaving hTind/Jar at 
greater co't than is reatured for machine made fabnc the nulls 
nrodacing the latter seek their labour m the casual labour market, 
recruiting very largely from agncultunsts who come aud work in the 
mills for a time and then go back to their villages and that the 
same applies to most forms of factory labour m India It is true 
that industrial labour is contmnally changing — a fact obvious enough 
at the census when the final enumeration was checked against 
the pre liminar y one bat the bnit of it is probably semi-«kil]ed, and 
m any case factory condition.-, bear little relation to hereditary handi- 
craft The general result is that factory labour is largely 

recruited from younger sons for whom there is no land or need at 
honi*'. village servants for whom there t*- no work and whom tL** 
village IS unwiUicg to aaintatn> coluvator* in debt who need cash 
lo pay off a mortgage ne’er-do-wcUs who have attracted too much 
attention to them.'^elvco at home and women IreciaeuUy of eqiutocal 
status 

There is partial oaemployoeDt for the year so far as industna! 
labour is concerned, so long as there is so stable work, and the 
turnover of labour i.s Urge There need not. however, be any net 
tinemployment if and so far a.s (i) the labour which eea-'CS to be 
employed in industry u. alternatively employed m agncolture and 
(ii) the lO'S's is exactly balanced by new entrants There is. indeed, 
even in this case, potential anemployment in so far as rates of earning 
are kept low by constant shifting^ of labourers If. however, attrac- 
ted by the ease of getting employment when the turnover of labour 
is large, there is an excess of workers wanting employment over 
tho-^e who have left It, there is to that extent, and in the absolute 
sense, unemployment In specific industries unemployment is, at 
preseat, quite serious, but uiduulnal unemployment in our country 
has not yet attained the senoos proportions that it has attamed in most 
of the countries in the TVest. I have quoted the finding of the Eoyal 
Commission on Indian XiUbonr that danng 1692-1929, the only years 
in which the factory population showed a decrease on the preceding 
year were 1911 and l9iS and “m each case the decrease was less than 
1 per cent of the total ' This of coarse, eacludes what I have called 

cf fitdia, 1931, VoL I, part 1, pp 2&5-S6 
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potential unemployment in the shape of low eaminES The finding 
also excludes the abnormal situation ol the present time To com- 
plete the picture it must be recalled that only a smaller percentage 
of the factory workers constitute a permanent element The highest 
recorded — in Ahmedabad— is only 20 per cent Most of the labourers 
renew periodically if not every year their affiliations with the village 
home Many of them too havo subsidiary sources of income either 
in the shape of the earnings of other members of the family or some 
other occupations such as agriculture poultry etc Even where 
unemployment exists — and it is not very large — the incidence per 
family is not very great 

The number of workers engaged in the cottage industries has 
not been estimated with any degree of accuracy In fact this is one 
of the points that should form an important item in an industrial 
survey of the country The importance of some of the small and 
cottage industries cannot be over estimated For instance it has 
been estimated that the handloom supplies nearly 25 per cent of the 
total requirements of cloth m the country and is responsible for 
about 40 per cent of the total cloth produced in India The Indus 
trial Commission calculated m 1918 that between, two to three 
million handloom weavers were at work m India The figures for 
the other small industries are not separately available The following 
table will give some idea of the number of persons actually working 
in the small or cottage industnes 


TABLE 


Wales 

Work ng a leather 236 515 

Bone ivory horn shell etc ■workers 

(except buttons) 8 317 

Carpenters turners and joiners ' 881586 

Basket makers and other industries of woody 
materials including leaves tbatebersand 
bs'ide’-e TTort’flg nv'b baaibwrwde <jf 
8 milar matenala 321 753 

Totters and makers of earthenware 600 628 

Food industries 706281 

Tailors milliners dress makers and dunore 493116 

Other m scellaneous and undefined induattios 

(toy making taxidermy etc) 34 852 


Females 

44429 

1502 

23379 


316,422 
268 595 
770714 
155 248 

13193 
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So iaT aa agnculfore is cunceraed, the following figures wUl be 
of interest 


TABLE 


Mal's Femalts 

Non-coltivating proprietors taking renl la mosey 

or kind A419 817 S37 574 

Estate ageats and managers of owners 56 L51 7 bS9 

Estate agents and managers of goTcmment 8 070 1 868 

Cultivatmg owners 22 469143 4336957 

Tenant cultiTatora 26 896 149 7 277755 

Agncnitnral labourers 17 110466 14 369 753 


It will be obvious from the nbov© two tables that tbongh, 
compared to agnculture the number of workers employed in the 
small or cottage ladustnea is not considerable, their absolute number 
IS Qot segbgible The tablo relating to the small mdustnes given 
above docs not inclade all sueb workers but is mainly intcBdcd to bo 
illustrative Many of the small ladustnes are followed as a sub* 
sidiary occupation. About 10 per cent of the totol number of 
workers (all occup&tioas) are engaged m such subsidiary occupations, 
which works cut at a little over 4 per cent of the total populatiou 
The problem lu India is thus partly a problem of unemployment 
and partly a problem of under-eraployment Even those who are 
employed m a ‘principal occupation’ are not fully employed In 
agncultnre, for instance, the cultivators generally remain idle for 
from 4 to 7 months m the year according to the nature of the crop, 
methods of cropping, nature of the soi! and availability of water 
Again, there are certain occupations the income from which is not 
sufficient to maintain the worker in a reasonable standard of 
efficiency, with the result that the worker and his family are in- 
sufficiently fed, clothed and sheltered, or in the alternative, the 
worker has to find cut subsidiary means of livelihood in which case 
there is over-employment, or rather, overwork 

§-1 

UVESIPtOTlIEST OF HIE EDUCATED CLASSES 
Our comparison with "Western countries show a revemo 
result when we come to consider the employment of the 
educated middle classes For here the problem is very serious com- 
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pared to the problem, so far as there is a corresponding problem 
at all, in the West Here in India we get all the phases of un- 
employment suggested and delineated m the British National Insur- 
ance Act Thus there is not only absolute unemplosTnent and 
unemployment m the shape of partial or short-time employment but 
there is unemployment in the sense of abnormally low earnings, and, 
compared to the standard of living of an average middle class family, 
the incidence of unemployment is also very high Unfortunately, it 
is not possible to get exact figures to demonstrate and establish this 
fact hut it IS borne out by common experience especially in 
Bengal There is no unemployment, comparatively speaking of in- 
tellectual labour as such in the West In this country, too, m.th6 rela- 
tive sense, the unemployment of intellectual labour doesnotappearto 
be a vast problem when it is remembered that only ten per cent of the 
people have received elementary education in India But the 
absolute figures of such unemployment were they obtainable with 
any degree of accuracy, will tell their own tale The middle class 
population, particularly the educated section, is a great social force 
in any country The key to social progress is held mostly in the 
hands of the leaders that are bom to it It is a social and political 
calamity of the first order if the majority of this class fail to secure 
employment and let their fine intellectual capacities run to waste 
That IS what is happemog in India It is a great pity as well as a 
matter for senous concern , for it is this class which in other 
countnes contributes an uninterrupted supply of leaders in every 
branch of thought and activity 

We have no separate statistics for literate or educated workers, 
hut since a large majority of theso are to be found m the administra- 
tive services professions and the liberal arts, the figures relating to 
these occupations may give ns some idea of the number of such 
workers drawn from these classes The following figures are taken 
from the Census of India 1934, Imperial Table No X 

TABLE 

Occupation 

Services of the State except the Fobce and P<»ts and Telegraphs 
Services (as above) of Indian and Foreign States 
Uunicipal and other local (not village) service 
Village officials and servants other than watchmen 


Xumber 
387 578 
279 663 
151050 
335 762 
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Occupatxo i ^ umbei- 

PoLce other than village watchmen 323 817 

Post Office Telegraph and Telepbono aervicc> 89,255 

Priests ministers etc 807 160 

Other reLgions workers 59 873 

Lawyers of all kinds 75 000 

Lawyers clerks petition writers etc 68441 

hledical profession 369 433 

Professors and teachers of all kinds 513 815 

Clerks and aerraata eonaccted with education 40 960 

Letters irta and Sciences 408 986 


Tie atove figures os already mdicated are not erhaastive for 
a large number of literate workers are employed in trade and 
industry For example 482 8o0 workers* employed m banks 
establishments of credit exohanga and insurance and 70 194 persons 
employed as brokers comiatssion ageats commercial travellers 
wareboose owners etc are almost all literate troikers Similarly 
the workers who are engaged in sub-<;la«9 III (miscellaneous and 
undefined industries such as printers engravers etc numbenng 
o2,S05) and in sub class SI (insufficiently described occupations 
manufacturers business men and contractors otherwise unspecified 
numbering 136674 workers and cashiers accountants bookkeepers 
etc in unspecified offices and warehouses and shops numbering 
^02857) aia also mostly literate or educated persona The idea in 
giving these figures is not only to show the extent of the employ 
ment of the educated classes but to point out from the nature of 
the occupations specified above that the scope of the employment 
of the educated classes m the^e occupations "wiU be extremely limited 
in future This confirms the popular view that the future of the 
educated young man lies not so much m safe" jobs as m trade, 
industry and commerce Assuming vacancies at the rate of D per cent 
per year m the safe jobs that is jobs carrying a specified mouthly 
salary the total number of vacancies that can ha offered to literate 
persons seeking such employment is not likely to exceed 1 50000 a 
year It must be noted that Uterany does not nanessamly 
literacy m English It has been calculated that in Bengal alone the 
number of persons unemployed who have received higher education 
13 not less than BO 000 If we assume that 10 per cent of total number 
of nou working dependants are simply literates the number of the 
literate unemployed must be about 2,00 (X) 000 These figures will 
give us some idea of the problem of unemployment in our country 
4o 
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■\Ve may here take the opportunity of referring to the attempt 
that was made for secunng a statistics of the educated unemployed 
dunng the Census of 1931 The attempt proved abortive The 
method of enquiry followed was that of sending schedules to those 
who were ‘ fully literate” to be filled up by them and returned to the 
Census authorities The result was that very few of those who 
received the schedules cared to fill them up and return to the autho- 
rities There were of course many reasons why the educated 
unemployed declined to return themselves as such Only 16,309 
were returned as unempioyed as the tesult of this enquiry This was 
as the Census authorities indicated, a hopeless understatement The 
following tables give a somewhat detailed analysis of the figures 


TABLE 

AGE DISTWBUTION OF THE CNLMPLOYEP 


Age 

Unemployed less than 
one year 

Unemployed for one 
year or more 

Total 

22 24 

2228 

6 79? 

9025 

25-29 

6S3 

3544 

4197 

30 34 

176 

1331 

1,507 

35 39 

68 

512 

590 

Total (22 39) 3 123 

12 184 

15 309 


TABLE 

EDUCMIOVAL QCAUPICATIONS OP THE UNEMPLOYED 


1 Holding loreign degrees 48 

2 Holding Indian degreees or diplomas 2 205 

Medical 154 

Legal 149 

AgriciiUnral 21 

Commerce 111 

M A 113 

M Se 41 

BA 1 370 

B Sc 169 

B Eng or L C E 42 

BTorLT 35 


3 Intermediate 

4 School L C or Xfatne 

5 Non qualified 

Total Unemployed 


11317 
1455 
15 309 


/ 


Prom the figures supplied by the Education Department it was found 
that there were, in 1930 25 TIC candidates who passed the Matncula- 
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tion 13 633 who pa«-ed the Intermediate Art*? or Science examination 
9300 whopa5«ed examinations fortheirB A orBSc degrrees and 1 426 
who passed exainmations fortheirMA orMSc a total of 50 000 of 
whom over 10(00 were gradnates The nnniber of graduates turned 
out annually in India from 1921 onwards has not been le=3 than 7 000 
and has at least twice been over 101X10 mahing over oofXX) graduates 
alone between 1921 and 1930 so that the figure of 15 ffX) odd returned 
as unemployed most of whom arc only matneulates can hardly be 
regarded as affording a satisfactory explanation of the outcry there 
IS about the lacL of employment for the educated * As the question 
of middle cla--^ unemploy ment has now become a problem of the 
greatest significance in India it is hoped that at the time that the next 
Censm falls due the general schedule should be prepared in such a 
manner that the particulars entered in the occupational statistics 
should include fall details about the educatioaal qualifications of the 
person enumerated c v-— '"5 ^ , 

However if the statistics obtained abont the 15000 and odd 
retnraed as unemployed be taken as a «ample ' for the purpose of 
statistical evaluation we get certain interestiog results For instance 
It was to be expected that the age group 22 21 would di«olose the 
largest percentage of the unemployed The figures confirm this 
expectation. It was abo to be expected that as the age group 
increased the percentage of the noemployod would decrease Herd 
again figures support this expectation If therefor® the figures 
given above may be coundcred to give a fairly accurate index of tho 
position we find that by far the largest majority of the unemployed 
present have been without any employment for one year or 
more This suggests a chronic ®tate of unemployment for the 
majonty of the unemployed It is evident that with the onset of 
the economic depression since 193(1-31. the percentage of persons 
unemployed for more than one year muat have greatly increased It 
may be of interest to note that of the lo 309 unemployed 2.5S0 were 
lluslims as compared to 11 408 Hindus (mcladmg Depressed Hindus) 
Other things being equal the figures suggest that the problem of 
unemployment even among the JInsluns is not a negligible ono 
unless a greater percentage of the Uushms returned themselves as 
unemployed as compared to the Hindus Another interesting fact 


•Census of India 1931 VoL 1 Fart I p 337 
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disclosed by the investig^ation is that the largest percentage of 
the unemployed— as many as 64ffl — cam© from the cultivating 
classes 

The second of the above two tables discloses another very 
important fact It is that though the largest percentage of un- 
employment occurs among persons with a general Arts Degree 
persons possessing high foreign qualifications or technological and 
professional degrees have been considerably affected by the problem 
of Unemployment This partly disproves the theory that it is our 
system of education that is primarily responsible for the present 
unemployment among the educated classes, or that the only remedy 
for this state of things is that onr educational system must be 
given a vocational bias To do that will only alter the character of 
the problem of unemployment In other words, instead of persons 
with a general Arts degree forming the majontv of the unemployed, 
persons with technological or professional qualifications would swell 
the ranks of the unemployed The main problem, in fact, is to 
increase the opportunities of employment This is partly a political 
and partly an economic, problem A National Policy that will aim 
at a rapid increase in our health and welfare services, extension of 
educational facilities, and a quickening of the pace ot industrializa- 
tion— 'these must be necessary factors in a solution of the problem of 
unemployment but the formulation of a National Policy is itself a 
political problem There are many honourable, useful and at 
the same time patriotic careers which are not at present open, 
or are only open in a very restricted sense, to Indian youths Thus, 
the army and the navy including merchant-shipping, foreign ex- 
change business aviation — these are some of the lines, taken at 
random which are more or less closed to the Indians, and which 
are likely to remain closed as long as India is not politically 
independent But, even apart from these, it may be possible, by 
initiating and organizing a careful programme of economic and cul- 
tural development, to absorb a considerable proportion of the exis- 
ting unemployed 


§ 6 

pRoaaauuE 

If we now analyse the causes of unemployment, we may 
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lay down the following classification that accounts for largo classes of 
unemployed labour — 

(1) Those which aro tho result of temporary or seasonal 
variations m tho demands for workers of special classes 

(2) Those that aro thoresiilt of conditions which produce a tjpe 
of worker which i' lacking m definite qualifications considered by 
the employer 

(3) Those which aro tho result of tho restriction of the 
opportunities of employment in different directions 

Illustrations ot the first class of nnemployment may be found 
mainly in agricultural unemployment and m the unemployment 
that results from trade and industrial fluctuations In so far as 
omployinent depends upon an oloment of uncGrtaintj, there is bound 
to bo a certain measure of tmemployineiit' ^ such occupations 
A numboc of recommendations hare already been made in the 
chapters on the Agricultural Plan and on Imgation and Power 
which are intended to mitigate the forced idleness of agnailtural 
labour in our country Tho extension of the facilities of xmgation 
and the introduction of multiple cropping together with a sound agri- 
cultural policy are bound to mitigate the fluctuations of demand for 
agricultural labour in our country The diversification of occupations 
and the revival and reurgamzatiou of cottage industries are also 
meant to ierve the same purpose So far however as the fluctuations 
of trade and mdustry are concerned the problem bristles with 
difficulties While economic and statistical research should do its 
best to analyse in a scientific manner the causes and phenomena of 
these fluctuations so that the State might be enabled to correct or 
anticipate those disturbances of the economic system which are 
responsible for the periodic recurrence of enses, there are certain 
features in the international situation which at present obstruct the 
formulation of a sound trade and industnal policy The ideal of free 
trade 1ms now been replaced by that of fair trade In some cases 
trade has been subjected to/systenis of control that leave but little 
freedom to the individual trader Quotes rfistnehons on exchange, 
trade by barter — all these restrictions now obstruct and obstruct very 
effectively, the natural flow of trade It is not, therefore surprising 
that there should be a certain amount of stagnation of the well known 
channels of trade The difficulties have been fxuther aggravated by 
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the autarchical ambitition of the Totalitanan State® In India we 
ha\e adopted a policy of discrmunatmg protection ®mce 1923 The 
policy has recently been subjected lo severe strain on account of trade 
preferences granted to the United &ngdom and certain other 
countries and of bilateral trade agreements m which certain definite 
categories of goods are to ho exchanged for other c&tcgones of goods 
with the result that the fundamental principles of international 
trade ha% o received a staggering set back No doubt these restrictions 
are suppo®ed to have been put in the interests of the national 
economy But the argument on a deeper analysis, will be found to 
move in a circle In other word® the canscs and the consequences 
act and react on each other It is like the argnment that one nation 
should rearm because another is doing so and then the latter rearms 
still more heavily because the former has begun rearmmg One 
State imposes restnctions on the imports of another State because 
that other State has done the same thing on her exports Each 
State tnes to bo ®elf sufficient in economic reeources because other 
States are trying to do the same thing There is no end to this sort 
of competition In fact it ism contradictory phenomena like the®e 
that the necessity of planning becomes so much an insistent problem 
Any effort which aims at mitigating the aggressive character of 
the economic policies of different States will contribute a real 
solution to this distressing problem 

In applymg tins principle to the case of India we muM not 
however forget the circumstances of this country In the first place 
India will hare to safegurd her own interests la common with the 
other countries of the world to that extent she cannot permit herself 
to stick to the exploded doctrine of free trade without the nsk of the 
complete annihilation of her trade commerce and industry Secondly, 
e\en if the world went back to the system of free trade India will 
have to consider whether her economic resources and strength is of a 
sufficiently competitive order to allow her to accept the policj As it 
IS any ruthless applicatio n of the doctrine of free trade to India would 
be absurd for India is still far from attaining that competitive effi 
ciency which alone will nltunately enable her to meet the foreign 
trader on his own term® It is the aun of planning to secure for him 
that strength and confidence 

So far as the third clas& of causes is concerned, this class 
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represents the eras of the problem so f*r as this country is concerned 
The espre'sion lack of opportunities” is to be taken in the widest 
sense Histoncally India had been too slow to take advantage of 
the 'Western methods of production till she found to her dismay 
that she had become a strAnger in her own home, that is to say 
before she covdd have time to adjust hei^ell to the new circumstances 
brought about by the Industrial Eeiolution foreign capital and enter- 
prise had como into the country and captured all the positions of 
advantage These ad\ autagcs have since been consolidated and 
fortified for consOtiUional guarantees Tbo result is that though 
at present Indian capital and enterprise seek employment m tradeand 
industry, the stone-wall of commercial safeguards offer a stupendous 
bamer in all directions India is still dependent on foreign countries 
for almost all of the capital equipments necessary for her mdustri- 
aUzation , she is dependent for tlio aiUaucement of her trade on 
such credit or eschango facilities as may be granted by foreign 
houses , the key industries are mostly operated by foreign capital 
and enterprise and there is littlo room for the development of Indian 
activity in these directions unless a planned effort wero made for 
the purpose backed by tbo mauunum measure of support that the 
State could give In many occnpations Indians arc still considered 
incligiblo for employment The process of Indianization of the army 
IS so alow that the fulfilment of the policy cannot be foreseen within 
any measurable disConco of timo Facilities for training in the 
methods and technique of big business are denied to Indians Tho 
capital market is too disorganized to be of any effective help to tho 
Indian industrialist when he might need finance Tariffs often operate 
to his disadvantage All these amount to a vary serious restriction of 
the opportunities that are usually available to the business men and 
indiistnalihLs in other countries Added to these difficulties, there is 
the inadequacy of education in our country A ridiculously low per- 
centage of literates is not consistent with a high degree of industrial 
efficiency The system of educatiou itself is ill organized and 
defective Whatever may be the merits of a literary education, its 
advantage from the point of view of the mdustrj’ and commerce of the 
country seems to be dubiousif it is emiffiasised at the expense of its 
practical aspects In India, there is, no doubt, a craze for higher edu- 
cation, but unfortonately tho higher education that is sought for is far 
too literary in character to be any practical use to the young scholar 
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A few words may particularly be addressed on the subject of 
the unemployment of the educated classes. It is my firm belief that 
it would be wrong to seek a solution of this problem in occupations 
that defeat the whole object and purpose of education I have seen 
the dignity of manual labour extolled in no uncertain fashion by 
people who ought to know better I am prepared to admit that up 
to a certam point man may labour in dignity, and that m all the 
circumstances honest labour is alwajs to be preferred to begging 
or stealing or living on chanty But let us not confuse the issues 
The education that a young scholar has received is an asset which 
should be available for use in the interests the country to which he 
belongs If that is not done, it means so much waste from the 
national point of view If a bnlhant graduate is asked to act as 
barber he will I submit, accept the thesis that there i$ dignity in 
manual labour as piece of irony rather than as an inspiration From 
the Indian point of view it would only be a concession to those who 
find in the sialus quo the manifestation of all virtue or are otherwise 
interested in maintaining or perpetuating the existing state of 
things Secondly, dignity of manual labour, when preached as the 
only alternative to starvation can lay claim to little rational justi* 
fioation I am afraid I cannot appreciate the spectacle of dignity 
that a graduate puller of rickshaw or a polisher of shoes at the street 
corner presents , X cannot conceive of a more pathetic spectacle 
than that and 1 cannot think of the sight except as the strongest 
indictment of the failure of the Government to render to the edu- 
cated young men of the country what is his due At any rate, we 
should not cloak our own inefficiency or inability with high sounding 
meaningless phrases 

A clear cut programme for the relief of unemployment is not 
possible to give until the whole of the economic complex of the 
country is reviewed The different plans which it is the purpose 
of this work to suggest with regard to the different spheres of our 
economic life are intended to offer the solution of the problem of 
unemployment in their respective spheres A few suggestions which 
arc, however, of a general character ore given below — 

(A) Agneulture and Industrial Ldbottr 

So far as agriculture is concerned the problem is one of utili- 
zing the idle months of the agriculturist and of providing with 
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subsidiary or alternative means of livelihood Ko Tiecific ?tiggeo- 
tions need be given here as these -mil be found m the chapters dealing 
with these problems So far as mdostnal labour is concerned, it 
has already been shown that there is a close connection between 
agncoltnre and village life and the nature of the labour that is 
available for ludostrie'' The problem thus, is to bmld up a stable 
labour forco for industries This can be done by training up 
labour m the processes of different mdoatnes The planning autho- 
nty will naturally have to take account of those who live on agri- 
culture without m any way coulributing to it as the chief source from 
which labour for the industries can be drawn To this end the 
following measures may be recoromended 

Sleasures intended ta tncteaie ike niobtUly of labour 
(i) Improvement of the means of communication ('ll/* cheapen- 
ing of the costs of travel particularly for large groups of labourers 
moving from placo to place, (ut) cslabltshmcut of Labour Hxchauges 
at suitable ceutres for the purpose of bringing iLu employer and thu«e 
who seek employment into touch with each other 

Meamire^ intended in iniproi<» the effictenry cf labour 
(tl The establishment of trade seboob and systems of appren- 
ticeship training, Od organisation of vocational courses, fitd award 
of. technical scholarships for study and training abroad to dcscmng 
pnpib 

Measures dealing inlh lemporartf fluctuationt of demand foi 
labour 

(ij The regulation of the public works activity of the govern- 
ment, at a time when the normal demand for mdostnal labour shows 
a falling off and (itj the mstitutioa of unemployment relief for tempo- 
rary periods 

Measures intended to increase the eja-iting demand fur labour 
This anticipates the cnUie scope of economic planning for 
India It 13, therefore, not proposed to deal separately with this 
‘'uhject Suffice it to say that in this big task of finding new avenues 
of employment for our countrymen, the government, the universi- 
ties, the chambers of commerce, the industries and private inJivi- 
duab and tbeir organi2atioii3 should all hare to co-operate The 
planning will be done by the respective planning authorities 
40 
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the -whole scheme being co-ordinatod and controlled by tho National 
Economic Council. 

(D) Measines dealing with middle-class unhnploymcnt 

Here, again, all that need ba said is that the various measures 
for dealing with this problem have been dealt with in different 
chapters and that if the recommendations made m these chapters are 
accepted and acted upon, the question of unemployment so far as the 
educated classes are concerned will ce^o to exist As for specific 
recommendations, the locits elassicus on the subject is the report of 
tho Unemployment Committee, United Provinces (1935). presided 
by Sir Toj Bahadur Sapni Though the Committee principally dealt 
with the conditions prevailing m the United Provinces, its recom- 
mendations ha^e more than a provmciaJ application because 
it common knowledge that the caus^ and the conditions of the 
problem of unemployment are practically tho same m each province 
of India It would take me far beyond tho limits of the present 
chapter to review in detail the recommendations of the Sapru 
Committee but it is inconceivable that anyone who may be entrusted 
to deal with this problem should omit to make a detailed study of 
this masterly and comprehensive Report A summary of the Com- 
mittee's conclusions and recommendation is given in Chapter XIK.-B 
of their Report 
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riM>satM\L rrji»<.irixs or a toAPE rouc\ 

The problem of planmnsr India ^ trade is to be nrproichetlloth 
from itv nation'll and international context Iti&intbo sphere of 
trade that tho rising tide of economic nAtionah^ia has sttbmerccdy 
the foreshore of international relation’' There i& no doubt tint 
eeouomio nationilism ha» dented its mam iiiapiration from the 
depre cd condition of tho worlds trade It owes its cenc'!i& to tho 
fiot that etch cotintrj tnc’s to retain as much as possible a shaio 
of tho dwindini! Quantum of trade and to prevent forcicn countries 
from cnttiD? mto tho domestic production ns far ns possible The 
locical absuniitj of this position is relieved by tndo treaties which 
have recently provided all countric'' with a barcaininj: power with 
a waj out of tho present economic tmpassv But when oncothe 
full implicitions of the mcUiud of carrying on the •worlds trade 
through a system of trade treaties aro reah'^ed, it will bo difficult 
for tho GoTcrnment or even tho merc'iatd© iQtere''ts of a couutrj 
to abjuro such an important weapon tho weapon of using its b irgaia- 
mg power for the adrancement of its own economic mtere'ts or 
•strength Tho c*i«o for trade treaties seems thus to be not an 
incident of tho present only but ono which is likely to detennino tho 
economic policj of every countiy m tho nenr future The earlier 

tho start m tho planning of trade, the stronger, therefore, will be the 

future economic position of the country or countnes concerned 
If India does not bestir herself m time, she will be left behind m tho 
race for economic consolidafion— that l» -what is aimed at at present 
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— and will soon find herself at a disadTontage in gathering sufficient 
strength to face the compctiti\ c power of tho countries the will have 
had an earlier start in the race 

In tho matter of trade planning India has of course certain 
unique advantages Tho vast sizo of tho country her teeming millions 
the potentialities of a vast purchasing power the raw materials in 
which she abounds — all theso will always offer a temptation to the 
manufacturing and commercial interests of other countries to enter 
into trading relations with India which any far-seeing Government 
should be able to exploit to tbe fullest extent and secure an 
ad\ antageous position for our own exporters m the rosultmg bargam 
India has another point of advantage m the fact that she has a home 
market for local producers and manufacturers which if properly 
developed would reduce our dependence on foreign markets to 
the mimmuia I say to the mixumum because there is a factor 
in the situation for which it would be necessary for us to maintain 
a surplus balance of a certain size of exports over imports The 
«izo of this balance is determined by what ere called the Home 
Charges which are charges payable in England for meeting certain 
obligations to which India has committed herself These charges 
include leave allowances and pensions of officers who have served 
(or eervel India and are resident abroad remittances by Indian 
officers to tho United Kingdom (and elsewhere) for tho education of 
their children etc the cost of tho office and establishment of the 
High Commissioner for India in London and of other offices located 
in London the army and manno effective charges (such as the 
capitation charges) cost of stores purchased in England and abroad 
tho service of foreign loans and the bke In all our foreign obhga 
tions involve a remittance of from Rs 60 to R& 75 crores every 
year to London which is the principal paying out foreign centre for 
India This sum India should preferably raise by creating a trade 
balance equal amount and to this end if not for any other India 
must to interest herself in tho state of her foreign trade We can go 
Wfis /isrtier and pomf cert that so long' as tie necessity of remitting 
annually this huge amount of money to London will remain the 
Government of India sooner or later will have to take deliberate 
steps to conserve our export markets and if pocsiblo to improve 
Upon them for otherwise they would find India being gradually 
ousted from her existing markets by her more enterprising and 
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btisine'-'-liLe mal« That it la cot s remote contir.froccv 3 stall 
pre'^^atly shov* SnlEcient it is to say Lerc that if the GoTprT.nicnt of 
India do not take np the matter of planmnp her forci^ trade at 
their earlies* opportunitT, they vtII soon hare to pay a heavy pnce 
for their attitnrie of negligence 

Before hovcver th'* actual position of India s trade is =ttidied. 
It may b" convenient if certain principle^ of refmla'in^r the fntnre 
trade of In lia arc clearlv di'-tinffni-'hed That export* pav for 
import* i* a Trell-eo'-aHiih' d economic dr.ctnnc that need not be 
dispntcd Bat it bccom*"" an entirely 'liffcrcnt matter if on the 
snppo'cd strength of thi* pnnftpl^- it i* argn^d that the economic 
“alration of India lie* m cxpan<lics the ban* of her trade vnth foreign 
conntnes Export* do pay for uapon* the heavier the imports, 
the greater ivill be the necessity of ncctuig the valoe of the imports 
by means of larger export® Bat the argument cti^» both vav^ 
In other trord* li India export* more «he tnll aLo have to 
take more imports or gold tnll flov in Secondly, the principle 
that exports pay for imports doc* no* bear any reference to any 
precise quantity that most b" exported or imported To put it in 
other words, as long as the exports pay for the import* or ri'e rerwr, 
it 1® immatenal whether the qoantity exported or imported is large 
or ®mall Thindly, if the principle stigge«t« that the pc«ilion of a 
country in the world’s marke* u the only criterion by mean* of 
which the sotmdne®3 of its economic system is to be iTidged,it may be 
pointed out that a commoility may enjoy a large domestic market 
without fignnng m the foreign trade of the country while another 
commodity may have a snb'tantial international market and yet 
there may be over production m the domestic market involvmg in 
'ome ca«es the necessity of even destroying a part nf the ontpuf in 
order to keep np the price at an artihcial level. Snrely no one 
would suggest that the second contingency pictured above is more 
desirable than the fir®t Further the character of the international 
trade of a conntr}' mn*t be carefully aoaly^d before rushing to 
the conclusion that a larger participation by the country in the 
world’s trade i* ip^o far(o a desirable development A country that 
exports raw materials and partly fims h.pcl goods and receives 
them hack m the «hape of finished commodities cannot certainly be 
congratnkted on the character of her trad'* This kind of trade 
involves a double lo-s to the country concerned. The last depression 
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has revealed the essential •wcaloiess of a country having such 
a character of trade, for the pneos of agncultural products have 
suffered much more than tho prices of manufactured commodities 
Finally — wo havo again tho case of India in view — tho question of 
the Home Charges should bo decided on its merits and not mixed 
up with that of India’s trade position Tho usual argument that 
India enjoys normally a favourable balance of trade on account 
of tho fact that she must crealo a surplus wherewith to pay for the 
Home Charges is a fallacious one In the first place, the liabihty 
of tho Government of India to pay the Home Charges stand m 
need of a careful re-examination from <ho point of view of national 
interests Secondly, India’s excess of exports and imports is 
derived more from tho character of India’s foreign trade than from 
the so-called necessity of providing a surplus wherewith to pay for 
the Home Charges It is, however to be recognized that until the 
question of the Homo Charges be satisfactorily settled, it would 
continue to be a factor of considerable importance ua the regulation 
of India’s trade m merchandise 

These are some of the principles which rcqniro to be considered 
m the future planning of India’s trade The object of the planning 
will be to provide India with assured and stable markets abroad 
whicb will yield a sufficient balance on tho credit side bo as to 
enable her to meet her foreign obligations and which will leave Indian 
industry free from the uncertainties and disturbances that follow 
a tanff war and other questionable devices to capture trade such as 
exchange dumping Another point to bo considered is that India 
requires to build up a strong gold reserve as the Hilton-Young 
Commission had suggested for finanemg a scheme of gold standard 
for India "We most also have to remember, that as suggested 
above, a fully industrialized India contemplates a radical change 
in the character of her present foreign trade The future plan- 
ning of trade must, therefore, allow the necessary scope for 
the development of India’s manufactures and assure an adequate 
supply of the raw materials and capital equipments necessary for 
the purpose "When the plan is fully developed the items that will 
figure on the debit and credit sides of our balance of trade would 
be vastly different from those that figure m the existing foreign 
trade of tho country 
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§2 

THE DALANCE OF TRADE 

So fdr it had been cubtomary for India to eiyoy a fairly com- 
fortable balance of trade -which made it easy for the Government 
of India to arrange thoir romiHanco programme without putting any 
strain on the exchanges Danng tho lost few 5 ears however tlio 
position has not bcon so easy as will appear from tho following 
table 

TABLE 

Balance of Trade in Merelinnd se 
(Ftg re* u C ores) 


Pre^arAverio© Ks 7£i27 

■War AvevabO 7631 

W»30 7395 

1930 31 6305 

1931 32 3483 

193’ 33 3 36 

1933-34 34 76 

1934 35 25 56 

1935-36 30 53 

1936 37 77 77 

1937 35 43 19 


It-will be soen that smeo 1981 32 the balADco of trade in merchaa 
dise his been unable to produce enough surplus to meet the Home 
nharges Or rather wo should say that Tndia would have been im 
able to meet her need for remittances to tho fullest extent and 
maintain thfl rata of exchange if it wem not for the huge quantities 
of gold that ludii has berai eiportmg smea that year Dunng the 
past few years India has exported a huge quantity of gold a fact 
which not only enabled her to meet the Home Charges hut served 
in adlition to strengthen her sterling balances considerably The 
gold exports were however an entirely fortuitous aid to the 
Government of India for meeting a critical situation and it is obvious 
that it would be risky to bank on such exports at every crisis for 
playing tho part of a trade balance tvs o tts the Hume Charges There 
has already been a falling off m these exports and it may be recalled 
that there -was recently a heavy strain on the sterling resources of 
the Government to Bnanco their 'Ways and Means position It is 
to bo remembered ui this connection that India has very little m 
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in the way of “invisible’’ csporte snch as banking and shipping 
profits or services foreign investments etc , which might help her 
to meet her position ns a debtor country without an overmuch 
dependence on a “visible * balanco of trade, that is, a trade balance in 
merchandise and treasure Unfortunately, there is little indication that 
in the immediate future, so far as we can foresee, there would be 
development of banking and of the shipping industry or the growth 
of investments to an extent that would make it unnecessary for India 
to maintain a large balance in our foreign trade in merchandise 
Willy-nilly, we will have to secure an excess of exports over imports 
of merchandise to the value of from Rs 60 to 76 crores The actual 
position of our trade balance as disclosed in the table given above 
shows that it will be no easy task to secure that balance, if the 
present state of affairs continues 

Measures usually adopted for the encouragement of exports maj 
be various, e g State subsidies, establishment of trade embassies 
improvement of the quality of products, improvement of grading 
of the goods exported and of the marketing organization generally, 
propaganda and publicity—and in the last resort, by exchange mani- 
pulation The chief instrument for checking imports is the tanff 
The system of exchange quotas recently adopted by some European 
countnea (o g Germans) has also the same effect Deflation of 
currency by bringing about a state of low prices also checks imports 
and stimulates exports, but it a dangerous device in other respects 
and is at best a temporary palbativo So also are tariffs a dangerous 
instrument of national economic policy They create vested 
interest', and if sufficiently high, invite rival Arms to set up busmess 
in the country imposing the tariffs and operate from behind the 
tariff wall Moreover the mechanism of a system of tariffs and its 
effects on the social and economic well-being of a country are of a 
complex kind The most serious objection, however, against tariffs is 
that they provoke retaliation in the countries that are adversely 
affected by the tariffs So far as India is concerned a policy of 
encouraging exports or of checking imports has its well known limita- 
tions The foreign trade of India is largely in the hands of non-Indian 
firms and agents operating in India or abroad It is only recently that 
the policy of establishing trade embassies in the different commercial 
centres of the world is being adopted as part of State policj 
Besides the High Commissioner in London a TVade Commissioner 
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Ls Stationed at Hamburg and another hi« been posted in Italy 
all these being Indians Bat the lack of banlang facilities 
and of credit operate as ®enons banltcaps in the way of Indian 
eiporters So far as tanffs are concerned the position is no lesa 
difficult India has accepted tanfTs as an lastmment of protection 
but not as an instrument for deliberately shutting oat imports The 
underlying principle of the '’cheme of ducnminating protection 
adopted by India is to bring about a state of fair competition 
between th“ indigenous product and Its loreign nral not to eliminate 
the foreign rival altogether In some cases no donbt there has been 
a ‘■•enons diminution of imports as for instance in the case of sugar 
Of course in the prevuling slite of siradesAi sentiment a protectivo 
tariff u bound to result in a considerable reduction of imports 
but it IS aguificant that we arc still importing largo quantities of 
cotton gooda and iron and steel which are protected indnstnes 
In one cose at least a protective tariff has stimulated imports of the 
non protected variety namely in the case of machinery and mill 
work This IS of course a concommitaDt of the indostnabsation 
of India In short the point u. that the usual measures so far 
adopted for sectirmg a trade balauce are unsatisfactory being one 
sided in their mctdcnce and uncertain and cumbrons in their 
operation 

§ 3 

VXCESSm OP ACREEMEjrrs 

A Trade Agreement or Convention however solyes many of 
these uncertainties and other difHcnllies It is the product of mutual 
goodwill and is based on mutual consent Smee in very country 
there are more or le«s reliable statistics of foreign trade and since 
tor customs pnrposes the flow of the trade is already under effective 
oversight it lends itself easily to State regulation and is simple 
and definite m its operation The most difficult part is the bargain 
it«elf because each country tries to secure the most advantageous 
terms of trade with due regard to its own economic position India 
as we have «een is from many points of view in a position 
of advantage Almost all conntnes which have a surplns of 
goods to dispo'^e of will be amioos to cultivate her goodwill and 
if the negotiations are earned on with due circumspection there n. 
no rea on why the problem of securing an adequate balance ot 
47 
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trade should not be solved for some time to come The two chief 
favonnug factors in these deals will be that the world is in need 
of India’s raw matenala and that India is m need of many of the 
imports for which she cannot at present offer any effective substitute 
This position will, of course, change with the industrialization of 
India for that would mean that India will utilize most of the raw 
materials at present exported But the complete mdustnalization 
of India will yet take sometime to come , and in the meantime 
a higher standard of living of the Indian people will continue to 
offer opportumties to importers to take advantage of the Indian 
market And, in any event, if dne to the industrialization of India, 
she exports less of raw materials to other countnes, she will also 
need to import less for the same reasons The position, if carefoUy 
foreseen and planned need not not affect the net trade balance 
which it 13 the purpose of onr Plan to secure, particularly as the size 
of onr foreign obligations is also duo to shrink in time for many 
of the important items now constituliog the Home Charges will 
disappear in the future with the progress of Inclianizatton and the 
development of the local capital market 

We have argued so far so as to suggest as though the need 
for meetmg the cost of the Homo obligations is the only desideratum 
for maintaining a surplus trade balance of a certam size This 
is true so far as it represents a pressing necessity, and so far as it is 
the most important single consideration affecting the problem of our 
foreign trade Looked at, however, from the general point of view, 
we find that a certain amount of trade between countnes is inevitable 
No doubt the forces of economic nationalism operate towards 
making every country as nearly self-sufficient as possible, particularly 
with regard to key indnstnes and articles of vital necessity, the 
supply of which may be cut off daring a war But even allowing for 
a wide sweep for the play of these forces nobody, wo daresav, will 
avocate the growing of grapes m Scotland or jute in Sahara And 
so if people are to eat grapes and if things aro to be packed in jnte, 
these mnst bo bought m exchange of commodities which the 
growers of grape or jute respectively might stand in need of , or 
money will flow from one conntiy to another But the difficulty is 
that there are a large number of commodities which are widely used 

and which can be produced or manufactured m several competing 
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cotiatru So il ImUa has a stirplna of cotton to bny her 
other reqvnrcment'- with ‘-o Laao other conntrie'- Hero comes the 
necc'^itj of stnhme a inntnall> ad^antajrcoTi'' bargain bj nlnch India 
will be able to a«»tiro for herself a «haro of the cotton market of tho 
world agreeing to take m rotnm goods which ‘«ho either doe-- not 
predneo her'cU or m the prodnction of which '•ho i' in a comparatia c]> 
Ic'js adi,*antagcoTis po itiou A dwindling qnanttim (anda-ahio) 
of trade togithtr wuh kien competition Among nral producing 
conntnc' hii' it mi capabk for everj cotmtn dcMiiug to sell 

her goodxivhroad — n htthcrforsicnringa tradelalaacoorfor mamtaui 
mg thi conntrj s pnrohaxiug power and standanl ot ]ivinir“to como 
to a sort of understanding Utmen itself and its enstomers on a 
reciprocal hast- In other wonk trade treitiis will be an moMtablo 
featnre of the new economic tindirstanding India s need for trado 
tievtics ts not. the least nxgeu* among all the conntrie* of tho world 
It IS indeed forccil on her bj tho f»ct that «ho mn^t have a 
considerable trade balance to her credit bnt that is not tho onl> 
consideration India has a 'nrplcis of prodaction over consumption 
m manj directions e g jute rottoa oil»socds etc The'© she must 
export and thereby put additional piuvliA'^mg power in tho hand® 
of tho commiinuj winch will 't»r\o to nuso tho standarel of living in 
tho coimtrj In sngir aLo ^ho will likelj to hnvo soon an exportable 
biirphis Till' 'ho must bo nblo to dispo'O of that i' sell to ether 
countries In shorti tnule plaunuig is a uecosstrj incident of tho 
prc'ent situation and cannot bo put off anj longer wthont senotis 
detriment to tho interest of this cotialrj Its purpose will be not 
to maintain our existing market and recover out lost ones but also 
to discover new outlets for our good' 

%i 

rrvESEST TJUDE posrtio 

Thil thero is real urgonej in tho matter will be borne out by 
the table which wi' have already cited of India’s dwmding balance 
of trade m merchandise From a valuo of Es 7S ?S lakhs in 1929-80, 
It fell to a vfiJne of E 25 66 lakhs m 19G1-35 The whole of this 
fall lx not accounted for by the &11 in pneo alone There i> clear 
evid^ncQ that the different coTintnee of tho world axo taking 
le * of India’s good* than they used to formerly Tho followmg 
tables of OUT trade in merohandistO wUh tho different ceuntnes of 
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the world with whom we ha\e important trade connections will not 

only justify this 

conclusion and pomt to the senousness 

of the same 

but also furnish evidence of tho Government s apathy in 

the matter 

The figures are i 

in lakhs of rupees the 

negative sign denotmg an 

adverse balance 

TABLES 

UNITED lONGDOM 

Imports 

Exports* 

Balance 

Pro "War Average 

9158 

5630 

—35 28 

"War Average 

83 56 

6962 

—13 94 

Post-War Average 

146 43 

73 W 

-73 39 

1932 33 

4880 

3794 

-10 86 

1933 34 

4763 

4820 

—5" 

1936-37 

4396 

60 40 

16 44 

1937 33 

5196 

64 43 

12.57 

BRmsn EJtriRE (excluding united ETNODO'l) 


Pre War Average 

996 

35 76 

25 80 

War Average 

1308 

4616 

33 03 

Poet-War Average 

1911 

5208 

3297 

1936-37 

39 75 

3094 

—8 61 

1937 38 

4327 

34 68 

>8,59 

Pre War Average 

USA 

449 

1690 

12 41 

War Average 

1029 a 

26 75 

1646 

Post War Average 

2164 } 

30 26 

14 62 

1932 33 

1125 

999 

—126 

1933 31 

718 

14 38 

720 

1936 37 

745 

19 02 

1157 

1937 38 

1288 

1873 

585 

Pre Wat Average 

JAPAN 

364 

16 86 

13 22 

War Average 

1541 

25 20 

979 

Post-War Average 

1748 

40 31 

22 83 

1932 33 

2048 

14 05 

-6 43 

1233 34 

1636 

1278 

-3 58 

1936 37 

1889 

28 05 

916 

1937 38 

2219 

18 51 

-3 68 

Include exports ol lore gn merchaodise from India 
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CETLON 

Impoits 

Exports 

Eftlance 

Pre-tVAr 

73 

8.2-I 

751 

loses? 

ID 

4‘*6 

3.16 

1037-33 

166 

560 

3^ 

Pre-War Vrerspe 

BELGIUM 

2.76 

1107 

9.21 

Pre-Wjir Vver»qe 

33 

110 

72 

Post War Average 

461 

11.25 

6 61 

1932-33 

342 

4(M 

62 

1933-3t 

2.66 

450 

164 

193&-37 

2.43 

711 

46S 

1937-33 

3^7 

600 

2,73 


The contlasions which may be drawn from these fijrnrca are 
dear One conclcsion is that the faTourable balance of trade tliat 
we enjoyed with «ome countries has «ttco been turned into nn adverse 
balance or into 'uch a seyerelv reduced surplus as is incapable of 
beinc explained on the pround of the trade depression alone. Another 
conclusion is that the nte of diminution of our exports has been more 
pronounced than that of imports Since are coniidennp the value 
of our trade in these figures, it m bo argued that the greater 
drop m the figures of our exports is duo to tho fact that the fall m 
the price of primary prodrets (which conMitute the bulk of our 
exports ) has been greater than the fall in tho prices of manufactured 
goods ( which consUtu 0 the bulk of our imports) Hero again the 
actual figures cannot be explained on the 'score of this argument 
alone namely that agncaJtural pnees have fallen more than tho 
prices of manufactures Thus while tho pnee level of our exported 
articles fell in Kerch 1934 by d'S p c, compared to December 1931 
( Indian Indes Number Senes 1673 ) the total value of our exports 
diminished from Rs. 220 crores m 1930-31 to Rs 146 crores in 1933-34. 
a drop of about 30 per cent. Further as regards imports the pnee 
level of imported articles fell in March 1934 by 13 1 p c. compared 
to December 1931 eo that the percentage fall has been actually 
higher than that in the exported articles There could therefore be 
not the least doubt that the loss of our export markets is due to the 
fact that we are losing ground to other countries The purcha'^e of 
cotton by lapan, of hides and skins by Germany, the development 
of the German rayon mdnstiy the economic consolidation of her 
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colonies by Franc© which is already affecting tho trade in oilseeds, 
cotton, hides and skins rico, tea and maneanese — these are so many 
instances of how India is losing or stands to lose valuable custom 
which she has hitherto enjoyed It will be a suicidal polity in Ibeso 
circumstances to rest on one s oars 

One of tho most significant tables quoted abovo is that relating to 
our trade witli the Dntish Empire countries ( excluding tho United 
Kingdom) It IS to be noted that sinco 19J&3G, our favonrablo balance 
of trade with these countries has become adverse In 1935 8G, the 
adverse balance was as high as Bs 11 22 lakhs compared to tho post- 
war averago of Es 32 07 lakhs m favour of India There was a 
slight improvement dunng tho two following years, the excess of 
imports over exports being still in tho neighbourhood of Es 9 crores 
These figures provide an intereshing commentary on the Ottawa 
Inter-Impenal Trade Agreements On the other hand, it is a matter 
for congratulation that the adverso character of tho Indo-British trndo 
has now resulted m a small surplus m favour of India Wo hat o, 
however yet to depend on our trade relations with the non-Empiro 
countnoa to find almost tho whole of the funds necessary to meet our 
sterling obligations This is an inherently undesirable position 

It will bo observed that m tho list of tho countries quoted above, 
with the exception of China and Japan, tho case of the other Asiatic 
countries has not been presented It may, however, be mentioned that 
thea© countries present almost a virgin field for exploitation by nmnn- 
fact.nnng coimtnos As autarchical tendencies develop m tho 
continental countnes of Europe, international trade will have to seek 
new channels and new markets In other words, tho timo has rotne 
for a fresh colonial enterpnse, for the discovery of new colonies, not 
necessarily at the point of tho sword, but through goodwill and 
economic partnership India is most favourably situated in this 
respect because she occupies a commanding position m the whole 
of tho continent of Asia It does not require a prophet to say that 
if the economic resources of India are fully exploited and the 
immense bargaining strength ot the country utilized, she will 
before long bo able to challenge tho supremacy of Japan in tho East 
Reference in this connection may be mndo to the visit last year (1938) 
of a Trade Mission from Afghanisthan Prehnimary talks are under- 
stood to have taken place between His Excellency Abdul Majul 
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Khan, Minister o£ Commerco in Afghanisthan and the Government 
of India regarding the scope of the trade treaty between the two 
countries The fact that Sardar Nadjib Ullaha, Director-General 
of Political Affairs. Afghanisthan accompanied the Trade Mission 
was an indication of the importance that the Government of 
Afghanisthan attached to the exploratory talks In an interview 
with a representative of the Press, he discussed the gnevances of 
Indian’s trading in and vnth Afghanisthan and emphasised that 
the Mission had come to India not merely to clear up any existing 
trading difficulties but to broaden and strengthen the basis for 
the development of Indo-Afghan trade generally He repudiated 
the charge that there was any discnmination against Indian traders 
as such and pointed out that the trade between the two countries 
had all along been absolutely free* Statistics of Indo-Afghan 
trade show that fruits form the most important export to this 
country, the other commodities being leather, Bkins, textiles, plants 
wool and rugs, the total value of the trade being Es 7210,622 
In addition it is estimated that Afghanisthan spends about Es SO 
lakhs annually on transportation rentab, port dues and other oom- 
meroial commitments involved in the transit trade through the 
country Indian exports were valued at Rs 7606929 and included 
tea, iron and woollen manofactnrcs, soap, silk, medicines, cement, 
petrol oils, cotton piecegoods threads and embroideries As a 
matter of fact, the Director-General of Political Affairs was hopeful 
of a large extension of trade between the two countnes and it is 
essential that the possibilities of such extension of trade not only 
between India and Afghanisthan but also of India and other 
neighbounng countries should be fully explored when the formula- 
tion of a national trade policy is taken in hand 

OUOAKIZATION AND POLICY 

What snould be the instruments of a national trade policy ? 
We have at present an irresponsible Ministry of Commerce at the 
Centre It is suggested that a National Doard of Trade should be ap- 
pointed for the purpose of lookmg after India's trade interests The 
Board will have to function within severely restneted limits These 

•Seethe^taleimaa December 20 1938 
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limits are inherent in the political aabjcction of thw country India 
liaa practically no right to formnlate, nor iho power to execiate a 
national trade policy Tho vroll-known methods by which trade 
between one country and another may bo regulated aro not open to 
India In fact, a trade policy for India will constitute the weakest 
plank in, the national economic platform of India in future Subject to 
these limitations, however it is essential that India should proceed 
immediately with the plaiiumg of her trade 

The avowed purpose of trade ngreements 13 to eliminafe the 
uncertainties of a provailing trade position From the abstract 
point of new trade rs best promoted, other things being equal 
when It is free Rat tho saving clause, nther things being equal, is 
inoperative in the case of most conntnes certainly not the least 
in the case of India It has already been remarked that tbo exports 
and imports of India show an anhealtby relation T^hHo theindustnal 
policy of tho country will somewhat correct this unhealthy relation, 
it will create other problems for the country to slovein then 
sphere of foreign trade Tho reservation of trade already existing 
and the securiua of new markets together with tho co*ordinaton of 
competition constitute the tbrce*point programme of a national trade 
policy A system of bilateral agreements seems uieseupablo lutLc 
circumstances that affect tbo world trade It should bo based, where 
possible, OD a system of compleiueutary production In fact, such 
agreements seem to bo the only way by winch a general reduction of 
the existing tanff barriers can be brought about To that extent the 
evolution of a national economic policy based on the pnnciple of 
reciprocity seems to be a necessary stage in the worlds return to 
normal trade relations In India's ease the situation is complicated 
by the fact that special protection is necessary to safeguard the 
development of her nascent indnstncs Tho requirements of India's 
foreign trade must always bo subordinated to those of the expansion 
of her internal market 

The formulation of a national trade policy cannot, finally, 
be isolated from its inter relations with the other aspects of 
our national economic policy Thos, trade and tariff act and react 
on each other , it is through tariffs that trade is principally regulated 
If the two ate not properly co-oidinated, inconsistencies might ari«e 
A recent instance has been supplied by the decision of the Govern 
ment of Indii to impose a duty on the imports of foreign cotton 

48 
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§ 1 

THL IRODLLU OF CU OKDINATION 

The rlannmf of trade aod mduitrj r^iJI not be complete without 
a corresponding planning of transport Considered m its most 
comprehensive fien_e the problem of planning of transport include'! 
all forms of transport- troa«H r^lwavs wateranJ^^ Of these forms 
of transport air transport is used only for a few specific purposes 
and may for the present bo excluded from the scope of planning 
The road the railwaj and the nver— these are however very 
common means of transport and the problem of co-ordinating these 
three forms of transport has to bo faced from the very beginning 
Of the‘Ki three forms of transport again the co-ordination of the 
road and the railway ls generally considered to bo the more 
argent one 

One of the difficulties that will have to be faced with regard 
to the problem of co-ordination IS that the control of these forms of 
traiLsport rests m different, hands Railways aro a centra! respon 
sibilitj Roads and nvers on the other hand are each a promncial 
responsibility navigation in mland -waterwajs being included in 
the Conenrrent List In other words any plan of co-ordination of 
the different forms of transport ehonld be based on the fullest agree 
ment and co-operation between the Centre and the Provinces Wa 
shall in this chapter state the jiroblem m its barest outline "W^e 
shall begin with the problem of the co-ordination of the road and 
the railway 
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§2 

CONDITIONS OP THE PIIOBLEM 

It has been Obtimated that in India there are 2 00 000 miles of 
road of "which 140000 aro iinmetalled which means that m a 
country of India’s size roads aro yet fow and far between 

The following tables would show fho comparative backwardness 
of India m this respect 


TABLES 

(7oni)5rtr<i<uc sfateincul tkouniq road mileage to the square mile 


Japan 3 00 

D K 200 

France 1 89 

Germany 1 19 

Poland 1 12 

USA 100 

BritibL India 018 

Comgaiaine sinlemeiU shoning tend mileage per 1 OOOOO of 
population 

A I stral a 8213 

Cnnida 5814 

USA 2853 

France 1392 

Japan 684 

Poland 623 

Germany 565 

Hussia 547 

UK 277 

British India 142 


Nor has railway development been adequate up till now for 
meeting the needs of India Messrs Kirkness and Mitchell point 
out in their Report that in certain provinces less than one third of 
the whole area having a density of 100 per square mile and over 
IS not served by any railway In those areas, ther are generally 
about 20 to 30 square miles of area for every mile of railway It 
IS thus evident that there is yot a long time ahead of the development 
of both roads and railways \ 

That being the case it nothing but a total absence of 
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to the administration of railways Yet it is a fact that the retnm 
on the capital invested in Indian railivays docs hy no compare 
nnfavonrably with the profits earned by British or Amencan rail- 
ways The real point at issne is that while the State has taken a 
good deal of interest in the prosperity of the railways, the road 
interests have been left in comparative neglect. Apart, however, from 
the recent institution of the Boad Development Fnnd there has been 
little evidence of any active encouragement offered by the Govern- 
ment for the development of the roads and of the road transporL 

It must, however, be made clear that I am not playing the 
role of an advocate for the road interests iis-a-tis radways It would 
not be an eiaggeration to say that road transport is in a chaotic 
state Though motor transport is steadily changing the economy 
of the interior, it at present yields all the evils of onregnlated 
competition In some cases, transport pools or combines have been 
formed, but the majority of the roads opened to motor traffic are 
subject to cut-throat competibon' This invariably results m a 
deterioration of the service and sets op a vicious circle The lower 
rates do not benefit anyone m the long mn , to the railways they 
are particularly injurious, because they have to maintain a certain 
standard of efficiency safety and convenience together with 
regularity of service It is m respect of these e« entials of a pnhbc 
utility service that reference is made now and then to the necessity 
of the “eqnahsabon of condjlions” as between radway and motor 
transporL Such equalisation can only be brought about by a co- 
ordinating authority with local assistance, where necessary, to 
enforce a fan standard of service 

§ 3 

vzED OP A sinnxY 

Since a knowledge of the facts and data muot precede the setting 
np of any "cheme of co-ordination, a road census is an essential pre- 
requisite for the purpose There mnst be accurate surveys and 
ststistus Tr?tb tff<}ffaoeii£iatKfBofp<sps}st!<^sa^tnS5c,pi!S- 

sibdiUes of the growth of both, topographic infinences mclnding the 
effects of climate, existing ^steins of roads and drainage, and a 
final picture of the system to be ultimately developed The parts 
mu-t fit m with the scheme of the whole, and at the same time itmust 
be effectively related to other forms of transport such as radways 
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and Traterway'! The survey of the «oil would cousUtute an impor 
tant part of the census because the constmction of good road* and 
their maintenance at economic rates V'onld depend not only on the 
flow of traffic over them hut aUo on the nature of the <=oil over / 
which the roads are to be constructed The e problems are further 
complicated by the effect of the monsoons and the liability of 
particnlar parts of the country to periodical floods and the rapid 
advent nf motor traffic m the place of animal-drawn carts The«e 
considerations point to the eitreme care and judgment to bo u-.ed 
in the eonstructicm of roada m this country The constmction of 
espenmental «ections will give us an idea of the cost per mile either 
of new constmction or of improvement The extra co«t to be 
incurred to meet the demands of the Moosoon will be to eome extent 
offset by the cheapness o! labour The same apphes to the cleamig 
of jungles Where Uhoor is dear and 13 not obtainable donng the 
agnoultural reasons the employmeat of a grader hauled by a 
Caterpillar tractor for grading purposes apd the ti,e of the Soatl 
Drag and the Triple Roller for smoothing out the road where cut 
up dormg the rams may be quite economical if effecuvely employed 
Thta a report by l£r Little Chief Engineer to the Government 
of As«am stated that a complete road unit consistmg of one Cater 
pillar Twenty Tractor Twenty PUner a Three way Road Drag and 
a Triple Roller costing about Bs 12000 will look after 60 miles 
of road the co«t working out at an all round figure of Es 200 per 
mile per year or Rs per mile for treatment at any time if the 
unit IS mado to pass over the road once a week dunug the rams and 
once a fortnight during the cold weather This refers to a Kiilchu 
road and the figure is interesting because mort of the roads m India 
are of the Kuicha type and metalled roads would be considered too 
expensive in many parts of the country 

It has been estimated that the cost of constrccting a mde of 
toufi. compares iavonribls with ffie cost ol constructing a mile of 
railway Yet for the last half a century the Government hare pan! 
more attention to railways and railway traffic rather than to road> 
and road traffic In seventy years over 37 000 miles railway line have 
been laid — not a mean achievement But it is a matter for regret 
that during all these year* not only has no new construction 
of roads worth the name been undertnkea but the existing roads 
have been neglected with the remit that many of them have 
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deteriorated to an extent that makes traffic over them difficult and 
dangerous Another phase of the want of foresight on the part of 
the Government and the railway builders is presented by the fact 
already mentioned that a considerable part of railway mileage lies 
alongside of roads resulting, with the growth of motor transport, 
predommantly an indigenous enterprise, in wasteful competition and 
a sinister clash of interests If this competition is allowed to run to 
any length, it would ultimately result in weakened railway reserves 
(or larger deficits) and a stangulation of arising industry which has 
given employment to thousands of Indians and filled a distinct need 
Lest it be suggested that only those roads which would bear 
their cost should bo constructed it might be pointed out that roads 
are very seldom remunerative in the sense that railways are or can 
be In the United States, for instance it has been calculated that 
10 per cent of the total public road mileage carries about 75 per cent 
of the total traffic Of course, with depleted finances, the course 
and the possibilities of traffic would determine the direction and 
extent of road construction m the initial stages For this, a traffic 
census would be necessary to indicate the main lines of road 
construction It would bo advantageous if the possibilities of the 
development of motor traffic were foreseen and the roads built and 
surfaced accordingly As yet motor traffic is hardly used for the 
movement of crops or mercbandi<:e in the niuffas<ul areas but if there 
are good roads, there is no reason why motor lomes should not 
replace the bullock cart as a earner of merchandise from the village 
to the market or the railway station The bullock cart itself has to be 
renovated if such road construction is to be encouraged, for there is 
hardly any road surfac that can stand up for any length of time to 
the devastating effects o* the existing bullock carts A suggestion 
has been made that the wheels of the bullock carts should be fitted 
with pneumatic tyres Wo do not know if the cart-owners would be 
able to afford the cost If not, it would still pay the local authorities 
to grant a small subsidy to each bull^k cart for the purpose 

§ 4 

TOADS A^D RArL\vAYS 

These are, of course details of road construction, but these 
details give us an idea of the many difficult problems that we shall 
have to negotiate before a well laid out STstem of public and feeder 
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roads becomes o reality Not the least of these difficulties is 
presented by the problem, of the co-ordination, of roads and railways 
Wo have already complained of tho want of foresight on the part of 
tho Government and tho railway-bmldora in allowing a considerable 
part of railway mileage to run parallel with roads The difficulty of 
rail-road eo-ordination is not of course peculiar to India It has 
had to bo faced in other parts of the world In fact, sooner or later, 
transport has got to be looLed npon as one entity beeanso whatever 
its form It serves a common need and natnr.illy it would save a good 
deal of the present waste of effort and money if each area of the 
country bad a system of transport best suited to it consistent with 
safety and economy and not a multiplication of systems growing 
haphazardly one part of tho country being served with a vanety of 
different systems, duplicating each other while another part is com- 
pletely starved Investment, it is obvious, would seek quick returns 
and so we find competition for traffic where it is already developed 
until the point of equi*margmal returns is reached, and absolute 
inadequacy of commuoications in areas whero traffic has yet to be 
developed Pioneenng enterpnse m road building as much as m the 
constTUciiou of railway lines requires special encouiageiacnt, and 
such encouragement can be given only when there is a central autho- 
rity which is empowered to make grants against assets to bo created 
as well as against existing assets Thus, if in any particular area 
motor transport serves tho needs of the community better than railway 
transport, then the duplication of motor and railway transport would 
bo w.istoful competition and it would bo n net gain to the community 
if the investment in unwanted railway facilities were diverted 
to serve tho needs of an area where suoh facilities were wanted 
As a matter of fact, it would bo quite a wrong idea to start with 
the assumption that the road and the raJway are necessarily 
competitive systems of traffic, anti that public advantage lies in 
promotmg either the one or tho other For long distances, there 
is at present no snbstitntp, ftoim the point of view of economy, safety, 
comfort and regularity, fora railway system conducted on up-to-date 
lines, while, as feeders to railways or for short distance haulage 
which must be elastic and convenient, motor transport is distinctly 
superior to railway transport with its complicaterl machinery 
of control and co-ordination A railway hue running parallel 
to a road is thus not miteelf a sonree of waste It all depends on 
49 
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goo<i» 'ind the locality b\it permits, the holder to cany onlj his otvn 
goods trhilc tho B licen'o "which permit^ the holder to cany 
both his own and otl cr persons goods for biro imposes certain 
restriction'’ as to tho oK’;® of good^ to be earned and the locality 
m which the rehiclea arc to be Ti«cd Certain conditions are attached 
to the hcen'!e« -which ineloilc the ob ervanco of repnlat.ions as 
regards fitne«s of vehicles maximum loads and speed- provisiocs 
of tho Eoad Traffic Act of 1930 regarding hoois of duty for dnvers 
tho keeping of reconls is to journey hours of work loads etc 
(except m certain ca e where the licensing authority is permitted 
to exercise i dupen'ing powcrl and compliance with a fair wages 
clause (which la meant for A an 1 £ heen es only) Non compliance 
•with any or all of the c conditions might entail the forfeiture or 
surpension of such licca.cs «ubjcct to appeal before the Appeal 
Tnbanal This. Tnbunal con isting ot three members, appointed 
hy the lluu-ter one of whom (the Chairman) nin=t be a person of 
legal experience will hear appeals not only from aggnered licensees 
but also hear objections if any against tho application of any 
party for a licea*o Objections may be made on two grounds 
f t) that trau«port facilities in the locality which the appheant intends 
to »erT6 are or if the apphcation is granted woold bo either 
generally or m respect of any particular type of vehicles m excess 
of the reqmrcmenta of thnt locabty an I (tt) that any of the 
conditions attached to a hcenre held by the applicant has not been 
comphed with The dnties of the Transport Adneory Council 
would include the collection and collation of accurate data relatmg 
to transport and tho working out of «uitable schemes for the proper 
co-ordination of road and nul transiiort The Conned must bo 
representative of all the infere ts concerned Tho object of the 
measure has been to estpblish a greater eqaabty m the conditions 
under which road and rail transjiort operate * 

The London soheme is in "tnking contrast with the above 
measure It repre ents a complete merger embodied in the London 
Passenger Transport Board «et up m July, 1933 The difficulties 
presented by the existence of 89 separate transport undertahmgs 
catering for 35(X)000 000 pa««engers. annually and bj the powerful 
vested interests that have grown in and round them might at first 

•For a description and ent a a of this mea«are spe TJif Efonomists 
April. 2^ 19d3 
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«;icht lia%o been ^efr^^l^cd Rs m*!iiperable bnt the miracle 1ms been 
achieved because the nccc««it 5 of co-ordinatm(j the \*ast traffic of 
London and of a^ oidmg wasteful competition was stronply felt. The 
1 astnc'W of the nndcrtakinff will be easily #mnffcd by the fact that the 
total capital that IS tran<:fcrred to tlio control of the Board is imme 
diatoly estimated at £12000000 which will haa c to bo anpmented 
for the improvement of the <^rvicei. and heepmg: them m lino with 
modern developments 

It IS true tliat the ospenenee of the London mcrirer has not 
been very satisfactory from the financial point of view ‘Without 
however entering into the details of financial implications of the 
scheme it may bo pointed out that combination and co-ordmation 
have been the twin pnnciplcs of rationabzation of all forms of 
industry including transport As an instanco reference may be made 
to the necessity felt for the grouping of railways even under the 
English system after tlio War* It is well known that though 
railway rates arc subject to Oio condition that no “unreasonable 
ntes should bo charged or uudoe” preference given tJjo rates hare 
to bo fixed wtUi reference to the question of competition not only 
as between railwavs but al o as between railways roads and water 
ways Competition between nval business interests also leads to 
di«cnmmatory rates A proper grouping of railway sand an effective 
control by the State ot cr the railway systems will to a great extent 
minimize the posbibilitic» of uneconomic competition 

It might bo helpful if the case of the railways and tho case of 
the road transport are presented m the words of those who are 
competent to speak on the subject Tljo case for the railways was 
put very clearly by the Honble Member of Railways while 
presenting tlie Railway Bad^et for 193G-37 to tho Indian Legislative 
Assembly Ho pointed ont that tho railways were losing a substan 
tial sum through the following reasons competition of motor 
transport Rs 3 crores improvement of labour conditions in terms 
of tho Waslungtou and Geneva Conventions half a crore of rupees 

* The tVftT regu t«d that ml tan cons derattens shonJd be ^ ven the 
first irelereuce m matters of tran (ortvia in Enelaad the Govenun('nt imnie- 
1 itely toot control of tl e»e roihr^vs Jlfter the M ar wl en tho English 
Ka IwRVs were mt med to the CompMt es it wns found that the working txj^n 
cs hid s h taut illv increased and lie rates of cl arpes apj eared to be too 
1 e! lor the trade an I trafiic to bear To meet tho new sitnation the British 
111 iways were consol dated into croni s of four and standard revenue were 
bxed. —Mr H D Oho h in the anciof Time January X9J6 
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reduction in railwav rate~, Rs o crorca . improvement in tbe pav 
of the lover paid «taff half a croro ot rupee'' Efforts have no 
doubt been made to reduce expenditure and an increasing traffic 
ha' been anticipated as a set-off again«t the lowering of rate- At 
the 'ame time he reminded that over Ra 750 crores of the tax payers’ 
money Lad been invested in railways in India and in the last report 
■' It n> the Indian tax-payer who must pay the mterc't charges amount- 
ing to over Rs 31 crores on this capital Further under the terms 
of Sir Otto Nienever s award the po-'ibiltti of the Piuvmce' getting 
a share of the mcome tax proceeds depends upon the radwav 
revenues attammg a certain size U centra revenue'' ere faced with 
the proTiect of having to finance an unremunerative 'y'tcm of 
railwav' their capacitv to contribute towards the resources of the 
provinces wiU he pro /an/o reduced The 'ame problem wa® ■'tated 
in different words by Sir Guthne Russell* Chief Commissioner of 
Railways m presenting the Railway Budget for 1937-^ He 
explained the position m the following words — 

~I wish to «aipha.i*6 tta* w« feUy re&bso that there are coEdiboos in 
which motor tr»rsr>ort cay create lU own tnfic and that tbe resulting inc«as® 
ui trade may beuedt nulwa> s. ITe also realise that for 'ome porpo-es motor 
tomes may be more eSeic&t than mlway» and tbe «ah utution of road for mil 
truuroTt cay be to the psbbc advantage It must nob however, be forgotten 
that in '‘uch cnviiiu .ianees lu nrspvcl of goods iraiHc this is generally for the 
benefit of the minority at tbe ezyense of tbe majority B°t we hold very 
strongly that acre cheapness m the transport of a particnlar cla^s of goods 
IS not the sole cnteriou by which this efficwncy eLouldbe jadged. If motor 
lame' are allowed to carry the highest rated goods or to ®kim the cream of the 
trafic, the result nus' be a rai ins of other rates Are tho'e who complain 
DOW of the high price of the tran-pori of coal prepared to "ee these rates 
further rai ed tn the interests of the lorrr-owner * Or are tho e who are 
constantly demanding that railway rates 'honld be fixed in accordance with 
some plan of economic development prepared is their eathnsiascr for the 
doctrine of laiuts fairt to sec the whole pre ent system redaced to chaos with 
consequent damage to the existing economic organi-ation’ 1 agree that there 
»s great need for develcpmeat of cozamomcattoss in this coiialri- and that in 
this rferelopment the motor mml play a great part. Bat nothing is gamed by 
adopting the anmde of the os'nch and ignoring the es enhals of the problem 
“Tintil now rail road competitioa Iris been mostly confined to paw-enger 
traffic but there are -igas lha* lomes are gaming a greater share of 
the goods traEc- And we tnosi remember the po-sihiljties of the Dic-el 
Eccme I am a m a z ed 'ometimes at the coinplscency with which the prohlem 
Is regarded. Ibave eten htardiL aid that, il the road succeed m taking traffic 
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from the railways, the taxjiajer need not worry as what he loses on the 
swmgs he more than gams on the roundahonts 

“There is an idea abroad in some qnartcra that the loss to railway to\ enues 
would be less than the gam to GoTemincnt from the advent of the motor 
vehicle No useful purpose is hl.el> to served bj any detailed exammation of 
the economics underlying auggeations of this kind They may serve as debating 
points m the controversj , but they oidy tend to obscure the seriousness of the 
menace to the investment of about Ils 800 crorcs of tho tax payers* money m 
railways This investment is irrevocable and it is m the interest of the tax- 
payer that he should have a reasonable return oa it He can get this return as 
he was getting it before 1929 if the existing railway rates structure delicately 
balanced as it is to assist m the free moveinent of low priced commodities at low 
freight rates, is not thrown overboard to meet the conditions that are being 
created by unrestnetod and unregnlatcd road motor competition I repeat that 
we agree that motors have come to stay and that we do not wish to drive them 
off the roads But we claim that the whole question of communications in this 
country requires dispassionate examination That iswhj the co ordination of 
means of communication forms an important item in tho terms of reference io 
the IVedgwood Committee." 

Tho "Wedgwood CommiUcc, however found that m the existing 
conditions co-ordination is an “unattainablo ideal” The first 
necessity, according to them, is an adequate system of regulation of 
road traffic “It is useless to try,” they observed, “to bring about 
effective co-ordmation until road or rail transport are both operated 
as public services and under regulation*- appropriate to a public 
service’ They pointed out that under tho present sj stem any attempt 
at co-ordmation was bound to add to the defects "The policy hitherto 
followed by the provincial governments ” tho Committeo pointed 
out, “encourages an unorganized and inefficient type of road trans- 
port whoso competition will cripple tho railways without providing 
a trustworthy service on the road , whilst, on tho other hand, the 
control exercised by the Central Government can only be made 
effective by delaying or restnetmg the provision of an adequate 
road system, whch is a public need of the first order, quite irrespec- 
tive of the railways ' They commented on tho present state of affairs 
by stating that a continuance of the present policy “seems certain 
to grre fniiia tie worst of Dotd worlds — ^unprosperous railways antf 
inadequate roads " 

We now return to the other bide of the dispute, namely, the 
case of motor transport This was presented by Mr H S Sodhi, 
Secretary of the Bengal Bus Syndicate before the Motor Vehicles 
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Insiirance Committeo appointed by the Goyemment of India 
After pointing out that ilessts Mitchell and Kirkne®^ had stated 
m their report that motor buses yielded Rs 262 lakhs m the year 
1929-30 by iray of taie"- and confining himself pnncipally to the 
buses operating m CalcQtta Mr Sodhi observed as follows — • 

If eTery tind of direct or indinw-t taration that the Bn9 owner lias got to 
pay to the Corroration Eoad Commitlees Motor Vehicles Department Motor 
Dealer® Petrol Dealer*- Income Tar offices Poor Bor Foads Magistrate! by 
way of fines and i ettj oftcial underlings a*, bnsli monej isi taken into considera 
tjon I should sa5 very little it any at all in left for his personal use This is 
knoTm to you that customs dnlie-> on all kinds of motor goods parts tyres 
etc range froni 2o per cent to So per cent bnt the excise duty on petrol is 
appaUing It is not comiaonlj known that the import co t of petrol lor 
Cal IS near alout /S/ a (.aDon wliireas Ihe exctsC duty on petrol is /lO/ a 
gallon The sigiu&cance of this fact wiU be reabsed u ben I gay that the Bengal 
fins Syndicate Bases onlt coDsume about 4(XX> {.alJocs s day of petrol and 
therefore we pay nearly Us 2/OOffl a day or Es 7oQ00! a month or Es 9 
Uhhs a ; ear as taxation on petrol only Sinnlnrly another few lakhs are paid 
every year by way of duties on cba->si5 parts heavy oils etc lo addition 
tu the usual pobce and road taxes 

The two Bide^ of the dispute thus preseDted lead to but emo 
coDclusion namely, that the problem of transport, oinfit bo looked 
at as a whole in other words instead of treating the problem of 
railway transport ot road transport separately we should view the 
problems in thtir complete perspective As Mr Pelley PresideEt 
of the American Railroads Association observed in a letter to 
the public (December 9 193>) regardless of the degree of efficiency 
which may be achieved by rail roads they will not be able by 
these lo solve the so-called rail road problem lu truth it is not a 
rail-road problem It is a transportation problem to be solved 
finally not only by the efforts of die railroads themselves but also 
by the correction of the unwiso public tran'iportation policies which 
aro at the root of the trouble 

*I maj here take the oppottnmly of jiresectnig Hr Pelley s news willi 
those of another diStiDguisbed Amencan Mr Henry Ford. Mr Pelley in the letter 
above referred to thus attempts to establish the aupenonty ol the railroad 
That railroads have been able to eetm business at aU under such unequal coo 
ditions of competition nod to do tho major traiioPortatiozi work ot America is due 
to the inherent sopenonly of the tail method of nauhug which aloue caa combine 
in one co-ordinated tonttnenvwide operatinQ the flexibility of the single ear 
with the economy of mass prodnetion m lone, trams Compare with this 
Mr Henry Ford « observation The rsilroada built the country by making tho 
exchange of prcxlucta easy and convement bnt »t remamc J for the automobile lo 

ICamed to next page 
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§5 

WATERWA^ S 

Into this composite picture of the transportation problem 
viewed as a whole the question of the waterways particularly in 
a country like India, must have a definite place We can distinguish 
the problem of India’s waterways as (1) the problem of ocean 
transport and (2) the problem of inland waterways transport So 
far as the question of ocean transport is concerned, th“ro is a feeling 
that the railways have to face not only the competition of the road 
but also the competition of the sea A lot of traffic is stated to 
have been diverted from the railways to the sea particularly on the 
Karachi side on account of the higher freights charged over the 
railways Facts bearing on the question are very difficult to obtain 
but so far as they are available they reveal without doubt the 
existence of a keen competition between ra)lwa>*s and coastal traffic 
It is however, doubtful if the charge that sea traffic is cutting into 
railway traffic is substantiated by facts In this connection a 
correspondent wntiog to tho Indian Finance a few years ago* 
supplied certain facts which go to show that it is tho steamers who 
have lost traffic to tho railway on account of uneconomic competition 
offered by tho latter The results of this competition are shown by 
the following instances of tbe diversion of traffic 


TABLES 

Expoits by Raihcay and by Sea pom Qjconnda to Malabai ports 


( nee and grams J 

Yenr By Railway By Sea 

1929 4S 336bii^9 4 31 227 bags 

1930 37687 3 43154 

1931 55864 1,246 

Carnage of Wheat pom Karachi to Mathas Coast and Calcutta 

( In tons ) 

Year ByEa»lwa> By Sea 

1931 39 03S 76 062 

1932 83 937 93 21 

1933 1 20035 374C» 


Confiniied fi ojn preiious page] 

down all the birnera becanse nulroada can only follow ita tracts while an 
automobile can go anywhere Henry Ford To-dny and To-morroip 1920 p 104 
*See /fidiaii Finance June 2 9 16 and 30 1934 
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State-owned is uneconomic and unfair if, as a result of such competi- 
tion> competing transport interests are adversely affected and that 
unless the Government are prepared to nationalise the entire means of 
transport, tiiey should see that the railways do not charge rates so 
unreasonably low or unfairly competitive with coastal or inland 
shipping as to be ultimately detrimental to the public interest It 
may, however, be mentioned that from the point of view of national 
interest, ports and sea traflSc are not less important than railways In 
this connection, the conclusiona arrived at by the Port Facihties 
Committee appointed by several important commercial and industrial 
organizations in England a few years ago may be referred to The 
Committee held that special considerations should be given to the 
needs of the coasting trade of the country find pointed out that it is 
one of the three mam forms of internal transport and an important 
element in defence In fact, the Committee observed that ‘ ports and 
port equipment have a vast claim in the national interest on Govern- 
ment’s consideration ” At present traffic at the ports is subjected 
several charges and dues It is interesting to mention, as the 
correspondent of the Indian Ftnanre pointed out that one ton of 
gunmes would have to pay nearly Bs 2 2-6 at Calcutta as nver due 
ad valorem toll etc while it would have to pay nearly Bs 8 for 
unloading at Bombay If rail-sea competition is be rationahzed, these 
charges must be rationalized. 

As regards the question of the waterways the Acworth Com- 
mittee was furnished with instances of the unfair competition by 
railways with them The Committee had lelt that these were genuine 
grievances and they had recommended an enquiry into the matter 
by the Department of Communications of the Government of India 
and suggested that the Department should have charge not only of 
railways but of canals and ports as well Nothing, however, has been 
done to implement this suggestion The vested interests of the rail- 
ways have long precluded a proper solution of the question of India’s 
waterways In fact more than 20 years ago the Industrial Commis 
Sion (1916-18) had first drawn attention to the desirability of improv- 
ing the waterways of the country and pointed out that the vested 
interests of the railways have prevented waterways in India from 
receiving the attention that has been given to them in other large 
countries with satisfactory results ” The policy of the railways seems 
to have been to monopolize the transport at present controlled by 
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railways The following information gathered from the -^atistics 
published bj' the International Union of Eailwaj’s for 1935 will show 
the a\erage charge for passengers and for goods traffic respectively in 
all the more important countries of tho world The figures are given 
on a comparable gold basis, in centimes per passenger kilometre * 



TABLE 

Passenger 

Average Receipt per 


Kilometre 

Ton Kilometre 

Italy 

414 

456 

Germany 

296 

432 

Great Britam 

239 

483 

France 

241 

4 49 

South Africa 


326 

Canada 

393 

l&l 

USA 

369 

184 

Argentine Bepuhlio 

202 

257 

India 

125 

250 

Japan 

100 

139 


The mam complaint against the Indian railways is not, however, 
that the charges are high but that undue preferences are given to 
particular forms of traffic to the detnment of the others that 
discrimination is practised agamst different classes of customers and 
that the rates offered are in some cases uneconomic, framed mostly 
with the intention of crushing competition from nval earners 
The question of undue preference is at present subject to investiga- 
tion by the Railway Rates Advisory Committee The Committee, 
however, have failed to command public confidence, and the proce- 
dure followed when a particular dispute is referred to it 
has been widely criticised A demand has been made for its 
substitution by a body with maudatory powers like the British 
Railway Rates Tribunal or the American Interstate Commerce 
Commission The "Wedgwood Committee have however, opposed 
the abolition of the Railway Rates Advisory Committee and its 
substitution by a body with mandatory powers on the ground of the 
legal character necessarily assumed by the hearing before such a 
body and the cost mvolved to applicants f This does not appear to 

‘Qnoled m the report ol the J«dian ifoiltcoy Enouiru f IT cdojooodJ Com 
tntfCee, lOdT, p 11 

the Wedgwood Comoiittee thought that the present Railway Rates 
Advisory Committee are a model ol economy, they were very much mistaken 

teamed <o ntxipage 
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be a cogenl ground for rejecting tie suggestion for tho ostabbsh- 
ment of an authoritative body for deciding &U disputes relating to 
railway rates, particularly as considerable sums of money, may be, 
and are in fact, often dependent on the findings of the body Tho 
"Wedgwond Committee were in favour of retaining the Committee in 
its present form but oipediting the procedure and making it 
obligatory on the Government to refer every dispute to the Advisory' 
Committee unless the dispute was in tho opinion of the Govern* 
ment, based on frivolous or vexatious grounds This would seem 
to be an unsatisfactory solution, particularly as one of the points 
involved in tho suggestion to set up an anthontativc tribunal was 
to make it independent of any control, direct or indirect, by the 
Government It cannot be ignored that tho Government of India 
have a direct or indirect interest in the rates charged by the railways 
and so it is essential that they should not he given any decisive voice 
m either the presentation or the settlement of the disputes 

There are a few specific points to bo considered with regard to 
the rates charged by the Indian Railways One of these is what is 
called the "discontinuons” Mileage System of charging rates The 
present practice m the case of trafBc earned over more than one 
railway system at schedule rates ts to calculate the rate on the local 
distance over each system instead of on the through distance over 
all the system As trade becomes more and more all*lndia in 
character, this practice tends increasingly to operate against the 
evolution of a rational system of the determination of rates In 
fact, it raises the whole question of simplifying and rationalizing the 
schedule rates Here again, the Wedgwood Committee failed to 
give a clear gtudance as lo what the railways ought to do They 
suggested that the difficulties might be met by the quotation of 
station to station rates nearer to the figure of the through-rate as 

Conhnmd from prevtona page] 

The following facts wiU hear oat the proposition that the Cornirnttae have not 
erred on the side of thrift Since ita estahiiabmeat in 1926, a sum of Rs 10 47,000 
Las heeu spent on tho Comnnttoii Duniig this tune the Committee have dis- 
posed oE 48 cases out of SOsentfor enqaixy so that the average expenditure worlcg 
out at Ks 2fc>9o0 per case In 1931412 the Committee involved the Railway 
Board in an expenditure of Be 1,45,000 and di&poeed of oaly two cases Durmf 
the last 8 years only 18 complaints were sent lo the Committee It may be 
reeaUed that m 1991 ihe Betreuchiaent Camauttse had recommended the 
abolition of the Advisory Committee 
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calculated on the “continuous” pimciple The answer to this would 
be that the demand for the lotrodaction of the continuous mileage 
system can hardly be met by the quotation of station to station 
rates the purpose of which is differenL The fundamental remedy 
seems to be to follow up the nationalisation of the ownership of 
railways by the nationalisation of its management , this in turn being 
followed up by a convenient regrouping of the railways 

A question of considerable interest to Indian indiistnes relates 
to the charge that has often been laid against the railways to the 
effect that their rates offer a preferential treatment of import 
and export traffic The Wedgwood Committee have rightly pointed 
out that m a country like Bngland such complaints would imme 
diately have been sent up to the Railway Bates Tribunal for a 
final verdict one way or the other In India, on account of the want 
of popularity of the Railway Rates Advisory Committee, the point 
of the complaint has never been fully antbontatively and mdepen 
dently determined The grievance however is there and it is esson* 
tial that the whole question should bo settled once and for all by an 
independent and competent authority 

§7 

0B0AM2ATI0M 

The whole purpose of the planning of transport should be 
two fold In the first place, the present anarchical conditions 
prevailing over different forms of transport should have to he rectified 
The machmery of co-ordination and regulation will have to be set up 
for the purpose This machinery roust include all the different 
forms of transport that may be competitive in character, or may be 
regarded as complementary to each other The nver, the railway 
and the road — each of these mnst be brought into relation with each 
other if wastefnl competition is to bo avoided and a national system 
of transport developed The second pomt that may be emphasized 
13 that the rationalisation of transport should be related to the 
requirements of economic planning In other wards, the whole 
question of transport rationalisation should be looked at from the 
pomt of view of the national interest so that it may fit m with the 
general perspective revealed by the efforts of the different pla nnin g 
authorities This involves, even if it be for a temporary penod, the 
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nationalisation of transport anti the national regnlation of rates and 
freights The precedent has already been set by Great Britain m the 
Gorenunent control of her railways dtinng the last War In Amenca 
too the Goremment assomed a substantial measure of control over 
her transport systems during the "War After the War was over the 
English railways were retnmed to the companie® and the control 
a=‘Tiined was to a great extent relaxed in both the conntne® In India 
the =anic procedaro may be followed m relation to national planning 
If War ju-tificd the temporary nationalisation of the railways and the 
other transport system® the reqnircmenn. of national planning Offer to 
India a more snb'=tantial jnstihcation In any ease the pre-ent 
problem IS to set np a central machinery of regulation control and 
co-ordination, the extent of the control being determined by the 
purpo«Oa of economic planomg 

The orgamzation to be set op most lotloOe the following 
(if a Central Eailway Aothonty, 

( ti) a Central Eoad Aathonty, and 
(ttij a Central Direr Transport Aothonty. 

each of these aothcnties being placed u> charge of each of the three 
different fonns of traosport. The«e should be the three wings of the 
h'ational Board of Transport For the pnrpo'e of the regulation of 
rales aud freights, there should be a Transport A Tariff Comniis-ion 
which should not only have powers to recommend appropriate rates 
and freights in epecific cases but «hoiiJd also act m a quasi-judicial 
capacity for the «ettleiaent of dispute- It it needle a to add that 
this Commission should act in clo-e collaboration with the Board of 
Transport on the one hand, and the Government Department of 
Commumcations on the other Further, it should be, as suggested 
m Chapter XTIII, a connecting link between the National Board of 
Indostnes and the Board of Transport for its fonction would affect 
or be concerned with both The procedure woold. be that la all 
of hardship or where a definite rates policy is considered to be 
deeirable in the interest of any particular industry, the National 
Board of Industries will move the Board of Transport and the Board 
of Transport would pass of the propo-als on to the Tanff Ca^lmI^non 
with such observations as the Board might deem fit to make 

One or two difficulties with regard to the institution of a Board 
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of Transport many be briefly referred to Part VIII of the Govern- 
ment of India Act of 1935 contemplates the establishment of the 
Federal Railway Authority vested with the power to exercise the 
Executive Authority of the Federation in respect of the regulation 
and the construction, maintenance and operation of railways in 
India This Executive Authority extends to the co-ordination in 
connection with the any Federal Railways of such undertaLings 
as, in the opinion of the Federal Railway Authority, if expedient, 
should be carried on in connection therewith and to the making and 
carrying into effect all arrangements with other persons for the 
carrying on by those persons of such undertaLmgs There is, 
however, a limiting provision which lays down that the power of 
the Federal Railway Authority shall be subject to any relevant pro- 
vision of any federal, provincial or existing Indian law, but that 
the establishment of the Authority should not be construed as 
hravting the provisions of Part VI of the Government of India Act 
which regulates the relations of the Federation with the Pro 
Vinces and the States Again, section 183 of the Act lays down 
that the Federal Railway Authonty in discharging their functions 
under this Act "shall act on bnsinese principles, duo regard being 
had by them to the interests of agriculture, industry, commerce and 
the general public” and that the Authonty “shall be guided by 
sueb instructions on the questions of policy as may be given to them 
by the Federal Government ’ It is apparent, therefore, that the 
establishment of the Federal Railway Authonty will not necessarily 
interfere with the execubon of a national economic plan so far as it 
relates to the control or reguIaUon of transport. It may, however, be 
suggested that since the Government of India Act already con- 
templates the establishment of the Federal Railway Authority armed 
with sufficient executive powers the Board of Transport should 
confine itself only to the formulation of policy in terms of section 
183 (2) of the Government of India Act subject to the final approval 
of the Authority The Board will, however, represent not only 
railways but also the other forma of transport Therefore, so far 
as the question of nationahzabon is concerned, while the executive 
powers in relation to the radways should continue to he 
exercised by the Federal Railway Authonty, the Board of Transport 
will have to set up appropnate authorities for exercising the 
corresponding powers in relation to the other forms of transport 
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The second point of difficulty la with regard to the possible 
effects of transport policy on the finances of the railways The 
Wedgwood Committee have rightly warned against a thoughtless 
interference with the rates and fares They point out that any 
departure from sound finance and sound business principles will 
entail heavy losses on the general revenues and heavy increase in 
taxation if the railways are involved in deficit The railway debt 
amounts to Iwo-tbirds of the total G-ovemment debt A 
comparatively small deficiency in the interest due on the capital 
'um of nearly 800 crures of rupees can only be met by a very 
substantial addition to taxation It can be stated in reply that the 
history of the Indian railways has abundantly shown that the Indian 
railways axe over-capitalized and the first task of a rational railway 
policy would be to write down llus capital In the past, deficits 
have m fact, been incurred and the general revenues have suffered, 
without any coirespouduig national benefits Even now railways 
are not a paying proposition Therefore, while, ou the one hand 
with a more intensive and economical use of the railway plant and 
rolling stock it may he possible to achieve a gradual reduction of 
the capital) there should, on the other hand, be no objection if the 
railways ate asked to budget for a tnanageahle deficit for the 
deliberate purpose of seconog some national interest The deficit 
would eventually be compensated by an increase of prosperity m the 
ladustnal sphere 

A few words are necessary on the question of road development 
It has already been shown that India is rather poorly served by her 
roads The existing mileaBe is insufficient but even then most of the 
mileage is taken up by uumetalled roads which are passable only 
during certain mouths of the year It is essential that the Govern- 
ment of India should adopt a voinpreheusive policy of road develop- 
ment The Eoad Development Fuad as it operates to-day is inade- 
qaate tP utitA Vhe iii!, leriuremuito ol a t.uiifpreheu&rve pbliuy 
of road development The Kirkness-Mitchell Eeport estimates 
the cost c£ the available road programme to be Ks 1843 crores 
which, however, in no way represents what would be required 
for an nil-round plan of development of roads in all the 
provinces ” The present inoome of the Bond Fund is thus manifestly 
inadequate Assuming that a sum of Es 40 crores would meet 
the needs, as at present estimated, the nest question would be the 
51 
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§ 1 

THE PROBLEM 

The reform of the credit organization of this country is a 
qvicslion that reunites urgent attention and yet the tash is so gigantic 
and compbeated as almost to inhibit the Tn]l to do it The labours of 
the Central Banking Enquiry Committee and of the FroTincial 
Committees haTS yielded a wealth of Talnable iniormation on the 
subject and an; one who wishes to tahe a measure of the banlang 
problem would do well to refer to these reports Unfortunately 
reports Uhe the«e which deal with coirent conditions «oon become 
obsolete and there is no regular supply of complete banking statistics 
in our country which could be available for reference at a moments 
notice 

The first task of any reform in the economic structure of the 
country would be to Lave a clear idea of that, stractura as it is lu 
order to hare that clear idea so far as the backing institutions of the 
country arc concerned it is nece^^ary first of all to institute a suitable 
machinery for the collection of statistics and to build up a school 
of bankers able to interpret tho «amc and apply the knowledge to 
the task of banking reform Secondly it is ncoc«sary that the 
fhaoretical training now imparted m the XTaiversities in the theory of 
banking shonld be strengthened by the provision of adequate oppor 
tnnitips for training m the practice of banking either as part of the 
ordinary University degree course or as a special post gmdnake 
course The establishment of an Institute of Bankers would go far 
towards tho rectification of the first defect ileasnres ancillary to 
this would be as has been suggested bv some the compilation of a 
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bankers reg-ister, the bringing about of uniformity of banking 
practice and instruments and the railin g of an annual Bankers Con- 
ference for the exchange of views and experiences whoso resolutions 
should form the basis of banking legislation in the country 
The necessity of reorganising the University course in banking is 
also self evident In an ora of rapid banking development, actual 
as well as expected, the importance of adequate facilities for banking 
training cannot be exaggerated The establishment of the Reserve 
Bank of India the growth of branch banking, the extension of 
CO operative credit and other specialized types of banking would 
create enormous opportunities for the employment of youngmen 
with the requisite qualifications, a fact which, in these days of 
acute unemployment among middle class youths, should be specially 
pondered over by those are in charge of the educational system 
of the country The Institute of Bankers wiU itself be a pnncipal 
factor in the organization and promotion of the right kind of hanking 
education and training m the coimtry, and there is no reason why 
with its help and active assistance, the University course m hanking 
should not be improved and strengthened 

It 18 not possible in a chapter like this to do justice jg.all^he 
problems of Indian banking My object here is to dwell ^n the 
essential Imes of reform which will resiUt in a senous effort to reduce 
the present anarchy to a system, the entire picture as I conceive it 
being one of a well-disoiplincd unit rather than a disorganized 
nebulous mass with no shape or form For this purpose, certain 
elementary pnnciples must have to be made clear In the first 
place by ‘ a well-disciplined unit ’ I do not mean that banking should be 
reduced to a single category of functions A bank may lend money 
as well as capital and in a country which in the years to come must 
anticipate a quick tempo of development, we must have banks that 
would finance the capital reqxuremente of agriculture and industries 
in addition to those that confine themselves purely to commercial 
functions A commercial bank deals m short term requirements 
but here again itmay be proper to classify these banks into urban and 
rural Lastly, there are the indigenoim bankers and banking houses 
and moneylenders In the strict language of banking, it would 
perhaps, be wrong to speak of the moneylenders as bankers, but they 
do come in the picture becansO^by far the most considerable part of 
loanable capital comes from the^ resources and in the rural areas 
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they compete keenly th© co-operative banks This vanegated 
picture of Indian tanking roost have to he kept in mind before the 
task of co-ordinating the banking institutions of the cotirtry is 
undertaken In fact, the very first question that strikes one is 
irhether such co-ordination is possible 

The second point that I irant to emphasisg follows from the 
first The establishment of a Central Bank la often regarded as a 
panacea for all the banking ills from winch a country may be suffer- 
ing This IS not nece^'anly the case In the first place, the Central 
Bank itself is not a definite type Secondly, its successful working 
IS determined by certain pre-ensting conditions the most important 
o£ which is the enstence of a properly orsanjzed bill market Then 
there is the difBeulty of including the agncnltural system within 
the ambit of high finance Lastly there are the difficulties which 
are special and peculiar to India 

The most distinctive of the«e difficulties is pre-ented by the 
problem of orgamzmg and coHirdinating rural credit including the 
problem of agncultoral indebtedness It is well known that co- 
operative credit i» not only an incompleto system of nual finance 
but that even within the limits of its own legitimate fnnotione. it has 
as yet touched only a fringe of the huge problem of rural indebted- 
ness The problems of debt conciliation and composition will have to 
be tackled before rural credit can be nd of the heavy inouhns of 
huge unproductive debts sitting tight on it 
§2 

BXTBVI- rc.A5CE 

The existing credit agencies outside of the system of high 
finance are indigenous bankers moneylenders, co-operative societies 
and loan offices The indigenous bankers are confined mostly to 
towns In Bengal, the bulk of their business 13 done in. Calcutta 
with Chittagong and Dacca coming next Smeo tho loan offices 
play very httle part m dispensing agncnltural credit, the bulk of it 
W 0 may assume, is supplied by the xnahajans and the co-operative 
societies It has been estimated by the Bengal Banking Enquiry 
Committee that the total short and intermediate term requirements 
of the Bengal agneuTtunsts come igj to Es 96 erores of which only 
a small fraction is supplied by the co-operative societies This is 
also more or le^s tme of other provinces. It is thus evident that so 
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far as agricultural credit la conoomed, the greatest difficulty to be 
confronted in any effort at co-ordinahon is presented by the exis- 
tence of the rural moneylenders who do business with their own 
funds and thus are enabled to avoid any influence that may other- 
wise be brought to bear upon them by tho controlling or supervisory 
functions of central institutions or agencies 

Since rural credit la by far the most important form of credit 
In India to-day, not only from the point of view of its total volume 
and requirements but also of the fact that over 70 per cent of tho 
people of India are interested m it and in nothing else, it would be 
desirable to investigate the problems of rural credit before wo advert 
to a discussion of the system of high finance, Not the least of tho 
problems is as indicated, above the question of bringing tho system 
of agricultural finance into touch with the centres of high finance, 
and particularly, within the ambit of the Central Bank 

The co-ordination of the existing ciedit agencies m the rural 
areas is an exceedingly difficult problem In fact, the Bengal 
Banking Enquiry Committee m paragraph 126 of their report record 
their inability to make any suggestion for co-ordinating tho 
different credit agencies which finance agriculture in the rural areas 
Yet some co-ordmation must be achieved or else by far the largest 
part of the financial machinery of tho country would remain, as it is 
now, completely out of gear The closo connection between agncul- 
ture and industries need not be stressed in a country where the chief 
source of wealth is still agncuUure A Central Bank may, indeed 
work independently of the rural financial agencies but its utility in 
that case would be confined only to the microscopic minority of the 
peonle If we admit our failure m this respect, banking rationalisa- 
tion would be an idle talk and the economic structure of the country 
would be built upon very insecure foundations if the majonty of the 
people continue to be tho victims of the uncontrolled and oppressive 
credit system that now obtains in the rural areas 

The evil effects of thn way ux which. mDunylflndara carry on their 
business arise from the fact that the rates of interest they charge are 
often unconscionable Even if all the money borrowed were invested 
in productive expenditure, agncultnre would still remain unprofitable 
because there is no business which would normally be capable of 
bearing the high cost of accommodation which the moneylenders 
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unproductive expenditure It -would, however, be clearly against the 
interest of the community to allow any loans meant to be spent 
on unproductive purposes to be issued on the security of the property 
of the agriculturist 

If the general cntenon is accepted that loans for short 
term requirement should be financed on capital account, then we 
find that in Bengal, the total amount of mortgage debt which is 
estimated at 44 crores la secured on property valued at about 
Rs 700 crores This does not pomt to a state of insolvency The 
total indebtedness however, amounts to Es 100 crores Since the 
average Bengal peasant has no surplus of income over expenditure he 
cannot make any provision for meeting the interest charges on his 
debt, far less any for the principal of the debt which works out at 
about Rs 31 per agrioultunst During the last four years of the 
depression, the indebtedness must have considerably increased , and 
if all these debts are fastened upon the property of the average 
agriculturist, the position becomes desperately serious 

It IS evident that a policy of inaction would make the 
position increasingly worse The immediate problem may to a 
considerable extent be met by devising a suitable scheme of debt 
conciliation and by passing a Rural Insolvency Act It has also been 
suggested that the Government should, instead of enforcing rural 
insolvency, assume a part of the total agricultural debts as a form 
of national liability On a careful balancing of the pros and cons of 
tbe various methods suggested, a scheme of debt conciliation seems to 
be tbe most appropriate remedy for the present state of things 

In many promnces a debt settlement procedure has been 
evolved The mechanism adopted is the Debt Settlement Board which 
proceeds generally on application by one of tbe parties to compose 
outstanding debts in order to reduce the amount of the debts to a 
figure that will be within the paying capacity of the borrower The 
payment of the debt is usually spread over a number of years and the 
amount of the debt when once settled la taken, out of the iiinadirJann. 
of the civil courts The question of debt settlement is an inevitable 
necessity for attacking the problem of outstanding debts The remedy 
IS no doubt a drastic one and may appear to violate the law of con- 
tracts The harshness of the procedure, however, is tempered by the 
thought that the contracts have in most cases been unconscionable 
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and liTestoct and m some case for financing the production 
of certain kinds of crops Short-term credit is required mainly for 
financmg the commercial operations relating to agriculture includmg 
the distributive side of agncnlture In a country like India long- 
term credit IS required mainly for the purpose of liquidating 
ancestral and accnmnlatcd debts while the question of land improve- 
ment is generally left to take care of itself In a few big estates 
under the zemindary system, the landlords have contributed a great 
deal towards the improvement of their estates In other cases the 
State has assumed the function of the landlord and contributed 
generously towards the improvement of the systems of commumca- 
tions and transport and the construction of imgation works In some 
ca«e3, co-operative societies have been started to fulfil the need of 
long term finance The co-operative system as a whole, however, 
has been t^ally concerned with the provision of short and inter- 
mediate term finance for agncnltunsts The dcponts that they 
command are generally for short-terms, and consequently it is 
nnsaentifio for them to lock up their funds m long-term investments 
Yet not a few societies have been driven by force of circumstances 
to invent a part of their funds in long period loans end have subse- 
quently found themselves in diScnlties Tbe practice of lending 
money on the mortgage of agnculturaJ lands is yet foreign to the 
banking system of the country and is generally left to the village 
moneylenders or loan offices Tbe baneful consequences of this 
practice hare to some extent been stopped by legislation, for instance, 
by preventmg the transfer of lands except to agncnltnral classes 
Snch laws, however have been easy to evade with the result that the 
agncnltnral clas es hare been panpensed en masie m several parts of 
the country In some cases big landlords have been able to secure 
loans on tbe mortgage of their estates and properties at fairly high 
rates of interest, as for example, from the Loan Offices in Bengal 
But the proceeds of such loans have been generally wasted m unpro- 
ductive expenditure In short, the whole system of agncnltnral 
finance m India requires overhauling, pnmanly for tbe benefit of the 
agncultural classes 

Long term Credit 

For the supply of long term credit, the Amencan system may 
be recommended subject to certain modifications As tbe system 
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IS primarily based on mortBaSQ-ciedit, it is ossontial first to improve 
tho mortgage value of the agricultural holdings in India before 
the American system could bo adopted The average size of an 
agricultural holding is very small in this country, being often below 
the economic unit Any organization of farm credit on an eflbctivo 
scale must presuppose the creation at least of economic holdings that 
can fetch a mortgage value In other words it must bo preceded by 
legislation providing for the compulsory (if neoessaiyl consolidation 
of holdings The consolidation of holdings must follow an approved 
scheme and one of tho heirs should have the right to purchase the 
other heirs through a sjstem of land bonds issued preferably by a 
special typo of credit institution set up for the purpose After lands 
have been suitably consolidated, long-term credit may bo arranged on 
the mortgage of the consolidated holdings What is required is that 
each of the Provincial Governments should pass an Act on the lines 
of the Federal Farm Loan Act m Amenca The Act should encourage 
tho establishment of co-oporativ© agncullural loan associations 
on the lines of those of the United States, and tho Land Mortgage 
Banks to bo established under the Act should be enabled to advance 
loans of a miniTnum amount to tho agriculturists through these asso* 
oiafions Fach association must subscribe to the capital of the hank 
to the extent, say, of 5 per cent of the loan demanded and assume a 
liability equal to the value of its share for losses anstamed by the bank 
The land banks should operate under Government control and the 
capital should be initially subscribed by the Government Tho term of 
the repayment of the loans may extend from 5 to 30 years at tho option 
of the borrowers and all loans shoald he on tho amortization plan, 
prepayment privileges being allowed after 5 years The funds may be 
obtained, if necess,iry, through the sale of tax-free debentures secured 
by farm mortgages eaoh bank being permitted to issue such bonds up 
to 20 times its unimpaired capital and reserve and being jointly liable 
for the bonds to be issued by all the banks It is not necessary that 
these bonds should bo obligations of the Government but they may be 
issued under the terms and conditions specified by the Government 
Though the American Federal Farm Loan Act authorized tho 
ostabliahmeut of Joint Stock Banks, privately owned and operated 
under tho Federal Farm Loan Boards, Indian conditions obviously 
preclude the establishment of such banks The maximum rate of 
interest to be charged may be placed at 2 per cent above the bank rate 
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The land banks contemplated under the section should be 
placed under the control of the Central Board of Agriculture which 
may operate through a Central Agricultural Loans Board with its 
provincial counterparts The land banks would bo subject to the 
Central Board in matters of general policy The associations on 
the other hand would bo the links between the agncultunsts and 
the banks These associations would recommend application for loans 
and fix the credit worthiness of the different applicants They 
should also undertake such investigations into specific questions as 
might bo required by the hanks m fulfilment of their functions If 
necessarj the Begional Committee itself might sit as a co operative 
loan association for the region concerned 

Inlcnncdiaie termCi'cdit 

The United States of America has set up a special system for 
supplying intermediate credit under the Agricultural Credit Act of 
1923 The object of the Intermediate Credit System is to provide 
production and marketing credit for periods longer than those 
ordinarily supplied by commercial banks. The system is intended 
to supplement and strengthen the commercial banks and not to 
supersede them There are about a dozen Intermediate Credit Banks 
in the United States with distncts corresponding to those of the 
Federal Land Banks The capital of these banks is subscribed by 
the Federal Treasury and tho funds with which to make advances 
are obtained from the capital stock and from the sale of collateral 
trust debentures which may be issued up to 10 times the unimpaired 
capital and surplus of each bank the banks being jointly liable for 
all the debentures issued The debentures are tas free and do not 
find any difficulty in securing a ready market Advances by tho 
banks are made either direct to co operative marketing associations 
or on tho security of warehouse receipts or shipping documents 
covering staple agricultural products or in the form of discounts 
The Federal Intermediate Credit Banks may also discount for local 
banks livestock loan companies and other credit agencies agncul 
tural paper maturing in from 6 montlis to 3 years The Agncultural 
Credit Act also provides for Agncnlturol Credit Corporations in 
regions where established credit institutions do not provide the 
necessary facilities These corporations which aro allowed 
a masimum paid up capital stock of S 10000 may rediscount 
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of makinc an annual crant of winch tho maximam amount 
should bo fixed to tho Provincial Co-oporativo Bank to supplomont 
tho funds of tho Bank at a timo of heavy demand Theso short-term 
advancos, whothor by tho Government or by tho Rosorvo Bank ot 
India, should bo ro payable within not more than 12 months 

Tho co-oporativo Dopartmont at present favour a policy of 
caution and consolation rather than one of progress While there is a 
good deal of reason behind this policy, it must bo romomborod that tho 
total working capital of tho sooictios barely moots 3 por cent of tho 
total working capital requirements of tho agriculturists In Bengal 
while tho annual roquiromonts of ogrioultunsts have boon estimated 
at Rs 9G croros, tho working capital of all those societies is only 
Rs 6 croros Tho total working capital of all those societies in India 
IS only Rs 30 croros. If an expansion of tho co-oporativo sociotios 
cannot at present bo looked for, wo must at least devise means to 
augment tho resources of tho societies One of tho most important 
pioooa of reform called for m this connoclioti 19 to establish contact 
between tho rural areas and tho city The general isolation of tho 
centres of rural finance from city banking and tho money market must 
bo removed This represents tho problem of banking co-ordmation in 
an entirely difloront aspect which will bo discussed in Section 5 

§4 

riNANCina op industiues 

India IS yet to develop an adoqnato system of industrial finance 
Tho recently parsed Indian Companies (Amendment) Act has placed 
stringent restrictions on tho operation of tho managing agonoy system 
with a view mostly to rectifying tho grave evils which it had exposed 
But no alternative system of tho financing of Indian industries has 
yet boon devised Tho banking system of India has developed along 
tho linos of English banking, that is tho system of banking is 
predominantly commercial in character It is not proper for a 
commercial bank depending os it does on short-term deposits, to 
finance industries except when temporary credits may bo required 
by them either against hypothecation of property or, more readily, 
by the discounting of commercial bills The financing of an industry 
19 not, however, a single problem Every industry requires capital 
for block expenditure as well as for current working expenses When 
a factory is to bo started it roqtiiros considerable outlay of capital 
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which IS not expected to bring any immediate return The factory 
must be equipped in the shape of boildings. i^orbs, plant and 
machinery The«a represent the fixed capital of the industry. 
Wnrl-ing capital, ou the Other hand, is required for the purchase and 
workmg of raw materials into finished products, for financing out- 
standing* m respect of good* supplied and for pronding the necc' ary 
fond* for meeting day to day requirements* Working capital is aho 
required for sustaining the mdiL-try dtmng the first few months of 
Its starting till the good* are manufactured and placed in the market, 
so that the total amount of working capital will depend partly upon 
the raiue of the output and the penod of the productive process 
Thus, on the assumption that the working capital needed, say m the 
steel industry is equal to about tbe cost of 6 months’ productive 
output, the figure was estimated in the ca-e of the Tata Iron Steel 
Oo , at Ea 3i crores in 1924. Smuiarly in the ca-se of a big 
cotton mill It is estimated that a sum of about Es 150 
lakhs 13 needed annuallr by way of workiug capital while 
the fixed capital outlay nay be Ie«3 than this figTire.T Having 
regard to Xndiaa conditions, tbe amount of the working capital 
neces-ary for an indostry nay be roughly put at half of the fixed 
capital investment, which may be le-s if tie industry concerned 
enjoys easy access to finance, as for instance, when it is m the hands 
of a strong managing agency house An estimate may on thia basis 
be attempted for ascertaimog the total capital requirements of 
Indian industries, assuming a certain pace of derelopmexit In 
1932-33 there were 7 544 joint stock companies registered m British 
Tndia With a paid-up capital of Ks 275 crore®, the average paid 
up capital per company being a bttle le-a than Es ilahls It has 
already been noticed that the paid up capital per company has 
become lower since 19iS'2-l when the figure was a little over Ss. 5 
lakhs per company Since it is a well-known fact that Indian 
ladnrtnos are mo=tly under-financed and an average paid-up capital 
of Bs 5 lakhs per company woald not be an over-estimate If the 
plan of development contemplates the doublmg of the 

• Indian Central Banfmg Enquiry Committee, Eeport, p 2t>t! 

tThe £:-ore o£ Es loOlaUis repre eat* m tact, the workios capital for 
a year of the CeaWal India Spuming, TVeavins and Hanotoctnnng Co., Ijtd_ 
whose paid op capital of E» 9< laUis was almost wholly nsed np in fixed 
capital ontlaj- The irtm was equipped with 100 OCO epindles and 200 looms See 
Lokanalban Induetrtal Orgarttzalim tn India pp lo7-^ 
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number of companies m 10 years then allowing for a reduction of 
10 per cent in the number to provide for amalgamations of 
uneconomic units we arc likely to have about 13 500 companies for 
Bntish India at the end of the period The total capital requirements 
for these companies would then be Bs 675 crores, that is additional 
capital of Es 400 crores must be found for the financing of these 
industries 

Can we reasonably expect this amount of Es 400 crores or 
ncarabouts to come from the pockets of Indian investors ? So far 
as the present conditions go it seems that the necessary finance can 
perhaps be obtained from Indian investors if only they have the 
will to invest in Indian indnstnes The present rates of interest are 
extremely low and the fact that the Government loans and other 
similar floatations arc over subscribed wiLhm the allotted time oven 
at extremely unattractive rates of interest shows that there is no 
dearth of loanable capital seeking investment in India In an earlier 
chapter 1 have spoken of the necessity of floating a Eural Pc'* 
construction Loan * If the Indian investors are not willing to come 
forward in sufSciont numbers to bear the burden of industrial 
development, the Government of India will have to pledge their 
credit for the purpose of raising the necessary finance to be made 
available to the industries at low rates of interest Actually, however 
it may not necessary to raise the entire sum of Es 400 crores bv 
pledging the Governments credit It will bo sufficient if the 
Government undertake to find the capital for the key industries and 
for other indnstnes of a national importance The actual procedure 
to be followed may be related to the expenence gained in other 
countnes that have a well-organized system of industrial finance 
At present, as Dr Lokanathan has pointed out, the organization for 
issuing securities and under wnting them is very loose The Indian 
Central Banking Enquiry Committee referred to several cases in 
recent years when the promotera of oven the most promising public 
utility concerns have failed to get their capital under-wntten on any 
terms Institutions are also necessary for providing longterm 
credit to industrial concerns on the security of their fixed assets 
This credit may he made available till such time as the industry in 
question is able to got the necessary finance by a public issue of its 


•See Chapter XVI 
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«harc> or debentares It i- endpnt tliafc the existing commercial 
banl^s are not qaalificd to invest their funds m the financing of 
mdostnes excepting for meeting short term reqtiiroments on nn 
impeachable security • Therefore a special type of banLs is nece'^^ary 
to provide the Lind of finance that is wanted by industrialists It is 
here that the expenence of other countries that have specialized m 
the financing oi indua tries ■‘hotiid become a nscfnl gmde for India 

ThLs lea Ls os to the question of establishing mdostnal bants 
in India In fact thb> has been the tmanimous demand of Indian 
mercantile and mdostnal interests as well as by a number of 
economLia The Indian IndObtnal Commission was also of the 
lame opinion and had recommended the starting of industrial bants 
leaving it to an expert committee to «ettle the details We consider 
the Commisiion stated that the establishment of indnstTval bants 
working on approved hoes is of snfficicnt national importance to 
justify the Government a asnstance but we do not feel that we bare 
snffiftient tnatenal before os to enable ns to formulate a definite 
scheme for inda«tnal banks whether of provincial or impenal «cope f 
The main objection against the starting of indnstr al banks is the 
difficulty of finding a suitable personnel acquainted with business 
and mdostnal conditions and with practical knowledge and insight 
mto the reqairements of ladividnal business or industries It has 
also been pointed out that the value and utility of an industrial bank 
in a country like India w often exaggerated At a time when the 
investing public is still ^hy to lock up their savings m industnes 
the essential problem is first to create the confidence of the 
investing public as to the soundness of the ventures to which they 
are invited to subsenbe The development of induatnal banking 
iherefoie should wait upon and not precede the emergence of an 
entrepreneur cU's able to take the nsL of startmg new mdostnes 
and to inspire confidence in the imnds of the mvestors These 
cnticisms to my inmvl sseein to have been a little overdone 

*It 13 bowBTCT poas Me «v«a wtttun the narrow bmila which the 
cominprcial banka s^t for thenuelves in go nu in for mduatnal inveatmenta to 
sbgbtly extend the scope ot the same so as to he!^ an indn^try with a part at 

of Its block eaf ital a^a n»t plant and toacluneiy Some of the bsnia do 
invest their ftmds m «och kinds oi investment There are finaacui? hoil_ea 
which finance the hire purchase ot motor cars machinery etc^ hat me credit 
allowed seldom exceeds 2 jeara. Jnstaiment bnnzu; has not however made 
much headway m Inlia and la any ca.e the eiiatiag faciLtiea for soch kinii of 
finance are cerj restricted. 

^report p ''0 

o3 
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■Whatever might have been the etreagth of the objections urged 
against the startmg of industrial banks on the grounds of personnel, 
say, about two decades ago, they have lost much of their force by 
the subsequent development of Indian industnalism The growth 
of joint stock enterprise in recent years does not point to any lack 
of the forward spirit, hut to the want of capital In every sphere 
of industry, partly due to the regime of protection that has been 
m operation since 1923 and partly as an inevitable concommiiant of 
economic progress, Indian industnabsts and capitalists are 
coming more and more to the fore with substantial records of busi- 
ness activity Under the scheme of national planning as contemp 
lated m these pages and with the establishment of a competent 
National Board of Industries, the cnheism as to the deficiency of 
personnel and leadership would be largely met The question of tho 
confidence of the investing public, however, remains It is hero that 
the planning authonty will find its most important task, namely, that 
of seeming tho safety of the investment of funds by nervous investors 
in industries It has already been proposed that so far as the question 
of the key industries and industnea of national importance are 
concerned, the Government should undertake to find the necessary 
finance for such mduitnes Since, however, the Government could 
hardly be expected to have the necessary command over bnsincss and 
mdustnal acumen of the requisite standard to directly mterfere in 
questions of industrial management, the finance which the Government 
might offer to such indostnes should be made available through a 
State-controlled Industrial Credit Cforporation to be set up for tho 
purpose This Corporation should also take over the administration of 
the different State Aid to Industries Acts passed by several provinces 
in India for tho financing of small indnstnes But before that is done 
it should bo desirable to consolidate these Acts, so far as possible, on 
a uniform basis The Corporation should have a separate department 
specially set up to deal with small industries and to administer the 
State Aid to Indastnes Acts This department should act in close 
co-opcration with the Rural Industries Commission and more parti- 
cularly, with the Rural Development TVust * 

No application for finance should be entertained by tho Indus 
tnal Credit Corporation unless the industry has been approved by 


•See chapter XVI § 0 
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tho National Board of Indastncs Apart from tho grants that tho 
Government should roako to tho Corporation for tho financing of 
industries of a national chancter tho capital of tho Credit Corporation 
should al'O at least partly, bo subscribed by tho Government 
Consequently tho Board of Managemeiit of tho Corporation should 
havo to bo quasi-pubho m character, sumlur to tho Central Board of 
Pircctors of tho Roservo Banh of India Tho Board of tho Corjiora- 
tion should consist of besides the Govemment nominees, persons 
with wide and varied industrial cxponcnco whoso credit in tho world 
of industry and finaneo is of tho highest These directors should bo 
preferably nominated by tho Central Board of Industries, but a 
certain proportion, of roiprosontation on tho Board should ho allowed 
to tho private bharoholders of tho Corporation, provided there is a 
sufficient number of them Tho Corporation should maVo advances 
nob only bo mdusbries of a national importauco or hey industriRs, hut 
to all other industries as may m tho opinion of tho Board, dosomo 
assistance from tho Corporation It is of thft essoneo of tho system 
that the Corporation should bo represented by moans of a Board of t 
Supervision attached to each of tho mdustnos to which tho Corpora- 
tion would havo made advances These Boards of Supervision should 
be somothiDg like tho Atifiichlsrat in tho Gorman system Thoso 
Boards of Supervision should not directly mterforft with tho manago- 
mant of the indnsttics Their duly should rathar bo to watoh over 
tho conduct of tho industry in all its branches, to koep themselves 
mfnrmed of the afTairs of tho industry, to evamino tlio annual 
balancfl-shBOt and all proposals that raicbfc involve any financial out- 
lay or affect the terms and conditmas of tho advances mado by tho 
Corporation to tho industry It may. however bo dosirablo for the 
Corporation at least during tho initial period of development, to 
maintain a staff of technical advisers who will not only advise tho 
Corporation on matters that night ho referred to it from time to 
timo hut whoso services should also be nvailablo to industries for 
technicaf advice and guidance These would bo net;pg.sary because 
most of tho Indian mdustnes oporate on a modest scale and ate 
generally loo poor to oatertam a staff of tho requisite tochuical 
qualifications This is particularly true of tho small-scale 
industries 

As and when under tho aegis ot the Industrial Credit Corpora- 
tion, tho cstablishmoat of other industrial banks is encouraged tho 
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Corporation nught gradually convert itself into a banker of these 
banks— as the con^ erging point of the entire system of industrial 
finance It must however be regarded as of utmost importance 
that every industrial bank must conduct its affairs on sound and as 
far as possible fool proof lines This is perhaps asking too much 
of an osperiraental venture which from its very nature will have to 
progress through pitfalls and failures What is suggested is that 
the mam pnnciples of industrial finance should be safeguarded by 
means of a special law much in tho same way as the Indian Com 
panics Act, recently passed seeks to control the development of 
joint stock companies on sound and healthy Imes 

This leads us to the question of undertaking a revision of hank 
mg legislation A special Bank Act seems to be urgently necessarj 
for controlling and regulating the banking system of tho country 
and gnidmg Us development along sound lines Tho Bank Act 
should be a comprehensive one pro\idmg not only for the develop 
ment of commercial banking but also as suggested above tho 
development of a system of industrial finance This brmgs us bad 
to the general question of banking ro*organisalioa to which wo now 
turn in the nest section It would be clear from these few remarks 
however that the draft Bill recently prepared by tho Eesen o Bank of 
India docs not at all meet the requirements of the situation 

§5 

c \wKnia CO obvihatjos 

Tho CO ordination of banking institutions in tho sphere of high 
finance may bo studied from two pomts of view co ordination of 
those institutions as among themselves and co-ordmation of tho city 
with the village 

The absence of a true Central Bank is perhaps the most 
glaring and the most characteristic defect of tho present system 
To some extent the Reserve Bank of India by being a Bankers’ 
Bank and a Bank of Issue is generally expected to a romove this 
defect But until the whole of the baukmg system of the country 
is rationalized tho niero establishment of the Reserve Bank would 
not act as a panacea Tho discrepancies between the market rate 
and tho rate of discount would not bo removed until tho Central 
Bank were capable of influencmg the market through open market ’ 
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operations and until there wore a wcll-orgaixized lull market in the 
citic”' and tho constituent banks took advantag^c of the rcdiscouattncr 
facilities offered by the Central Bank> All tlieso features of Central 
Banking arc absent in India at present The primary consideration 
that has weighed with tho nathonties in the establishment of the 
Reserve Bank of India seems to have been political, namely, to safe- 
guard the credit of India against any possibility of political mani- 
pulation by the Federal Legislature In other words, the establishment 
of tho Reserve Bank has not been the result of on effort to adjust 
all tho parts of tho financial system of tho country to mutual 
advantage, informed with a common aim to promote tho welfare of 
the country For one thing the e3tabll^hmctlt of the Reserve Bank 
will nob by itself result in the rationalization of the vast machinery 
of indigenous banking controlling a considerable proportion of the 
credit facilities now obtainablo in tho country, nor will it result 
except to a very limited extent as contemplated in section 17, sub- 
sections 2 (&) and 4 (d) of the Reserve Rank Act, in bnngmg tho 
bourocs from which agricultural finance is drawn within tho smbit 
of tho Rosorvo Bank’b influence Even tho safeguard providod by 
the obligation put upon the “scheduled banks” to maintain balanoes 
with the Reserve Bank equivalent to a certain percentage of thoir 
demand and tune liabilities has been found to bo more apparent 
than real 

Section 18 of tho Reserve Bank Act gives to the Bank the 
power of direct discount, that is, entitles the Bank to undertake 
open-market operations, as and when nccc'^sary, for the euforcemojit 
of its policy Such open-market operations aro essential if true 
central banking functions are to be discharged m case the re- 
discounting rate is ineffective It enables the Bank not only to 
offset tho adverse effects, if miy, of exchange fluctuations and specu- 
lation, but also to expand or restrict credit by the sale or purchase 
of bills and securities and discoaahng them directly m tho market 
There is no doubt that it involves the Reserve Bank in competition 
with its constituent banks It is however, in accordance with the 
accepted principles of central banking The public will have to trust 
to the senso of responsibility and discretion of the Governor of the 
Bank in this regard and any artificial restrictions on this power 
might bo dangerous Here xvo come across an initial deficiency 
"Whilo the power of tho Reserve Bank to undertake open-market 



ECONOMIC EECONSTKCCXION OF INDIA 


4>-> 

operatjoiii ic to be reco^mred as a noces'ary F»oTrer it is heavily 
di^'xinatod hr tiro cossderaUozis. In tie initial stages there ironJd 
not b" any '^b'tantialamoTin* of saleable Govcnmect securities nor 
of redi-conntod commercial paper mthia the esets of th“ E a ch , 
so tia* a* leas* m one direction it would be unable to inScence tie 
marhet. Erim when the hold a snScieney of *mch commer 

cial paper its open narke* functions would still remain theoretical 
in the ab eaee of a properlv oiganired and a steady bill market where 
eligible bilL could be bought and <old. 

As regard- the indigenous and shroffs, it is to be noted 
that with one or two eicepPons, the hr* of “vchednled banks’’ does 
not include the indigenous bankers. The tduef diSculty, it is sa.d 
IS the ab enoe of the dehniPon of a Bank or Banker Neither the 
Negotiable Inrtmmenta Ac* nor the Indian Companies Act has given 
a preCL.* and satisfactory deSiation of the we’d. \a*urallv tie h.-t of 
*!ehednled banks has omitted to indude any indigenous banker or 
banking hou-e, some of which combin*^ banfang functions with other 
non monetarv activipes. There are,however,mauv indigenou. banking 
hoiL“> which, like tie Bank of Chettinad iladras. could be included 
within tie lirt Under «ectioa 42. sab^eclioa 6 of the Eegerve Bank 
Act, the Gtjx^raor-Geceral ia*Couacfl can, by notificatioa la the 
(ra-#"eo//ftiia direc* tie mdnnoaia the Second Schedule of any 
Companv which carries on th<* bunness of banking in Bnti-h India 
and which is a Companv as defined bv clam^C^l of section 2 of the 
Indian Gompaniss Act or a CoT>oratioa or Companv incorporated 
bv or under anv law in foit« in anv place outside Bntni India, 
and has a paid up capital and reserves of an aggregate value of no* 
le^ than five lakhs of rupees. The scheduled hr* already contaiia 
the names of th" well known Eichange Banks of India. It should 
also have been made clear that any person or company whose 
function- include depont attracting and the pavment of the '=ame 
by m eans of cheques, or through othe** recogaired instruments in 
addition to making loans and sdraccess, provided tiat the cap tal 
and re'.erves, are valued at not less than Bx 5 lakhs, should be inclu 
ded xn tie lirt of scheduled banks. And e* Br Bamehandra Ban 
observed, many of the indigenous bankers ran select specialmation in 
bni bniticg or take up the duties of the exchange-broker more active- 
Iv The partnership indigenous banking firms and the ci*y shroff 
be eanly developed into acceptance companies or discount companies 



BANKING, riNANCE AND CREDIT 423 

sccunng proper contact with tho Joint Stock Banks and the money 
markets 

In a preceding section, I have spoken of the isolation o£ the 
centres of rural finance from high finan«5 and the money market 
I have already referred above to section 17 sub-sections 2(b) and 
4(d) of the Reserve Dank Act which allows tho Bank to buy, sell or 
rediscount promissory notes drawn and payable m India and bear- 
ing two or more good surnatnres one of which shall be that of a 
provincial co-operativo bank for tho purpose of financing seasonal 
agricultural operations or tho marketing of crops, with not more than 
mno months malunty or to make> loans or advances repayable 
on demand on tho expiry of fixed periods not exceeding ninety days 
on tho security of promissory notes of a provincial co operative bank, 
supported by documents evidencing tillo to goods which have been 
translerred, assigned hypothecated or jfiedged to tho bank as secu- 
rity for a cash credit or overdraft granted for bona fide commorcial 
or trade transactiunii or for llio puriiosu of financing seasonal agnuul- 
tural operations or tho marketing of crops witli stipulations as 
regards tho proportion of tho dilTcrciit dosses of securities (that is, 
according to tho period of maturity) these can bo held at any tune 
ill tho Banking Department It is evident that tho facilities granted 
are extremely Umitcdf It slioald have bcctt possible wo think, 
to include all tho central co-opcralivo banks besides tho provincial 
co-operative bank, lu tho list of scheduled banks, and to limit Uio 
advances on co-operativo paper to a penod of six months instead of 
ninety days There are many-^Mr Brayno is one of them — 
•who would prefer to see tho co operative organization 
dovolop separately and indopcndontly I havo already anticipated 
this objection hy pointing out that the co-oporativo movement 
has touched only a fringe of tho problem of ngnoultural finance 
and that additional resources need to bo tapped if the money- 
lender la to bo fuiliatjiuted by a luiWAc ou/l mice st'iv/yi've.H f’mv- 
8ion of credit facilities Agncultural and industrial producers 
have been brought within tho orbit of tho banking system of tho 
United States of America Wliy should not tho same happen in 


•Viilo Dr Ranjcliondra Jlau BatAs and the Moner/ Market p 95 
tU RUouldba 8C<in that ilicRe focAitic's at© even le« Uriii those winch 
llio imponal Bank ol India normally allowed to co op*‘rativo Banks Sro 
Mr L A Urtjne a Memorandum to tlio ilejort of tho Joint Stloct Committos 
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India ? It must also be investigated how far the muffassd 
shroff may safely act as the agent of the Reserve Bank Unless 
the muffassil shroff and the indigenous banker of tho city are 
brought within the ambit of modern banking system and induced 
to use the modern instruments of credit, the real co-ordination 
of the Indian banking system will not be achieved It is 
particularly for this reason that a special Bank Act is necessary 
Of course, the successful functioning of a complete banking system 
on modem hnes requires as a condition precedent the modernising 
of agricultural and indostnal operations Having regard to the 
conditions of India, it is evident that on an overwhelming part of 
the credit facilities will continue to be required for tho financing of 
agncultural operations In order to provide for a scientific system 
of agricultural credit and to link it with the centres of high finance 
it would be necessary to provide for a system of gradation and 
standardization of agncultural products, to improve the system 
of marketing and to develop the system of transport Similarly, in 
tho case of industnal credit, the indigenous instruments of credit 
must be brought into line with modem practice and legal require 
ments The whole subject requires careful study and investigation 
A committee of experts should, I think, bo appointed without delay 
to suggest bow best the co-ordination of credit can bo achieved 
in this country This should he considered as the starting point of 
any scheme of banking rationalization 

§e 

COVCLUSION 

We are now in a position to envisage tho whole scheme of 
hanking and credit control as contemplated in this chapter At the 
top of the banking system there should stand a re-constituted 
Reserve Bank of India in order than it might function as a true 
Central Bank controlling the entire sphere of commercial credit 
In the sphere of industrial finance the apex organization will he 
provided by the proposed Industrial Credit Corporation The highest 
authority m the case of agncultural credit would be the Central 
Agricultural Loans Board which should he divided into three 
departments controlling long-term credit supplied by the land banks, 
intermediate term credit by a special typo of institutions corres- 
ponding to tho American Intermediate Credit Bank and short-term 
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credit supplied by tho co-operative credit system of which the apex 
organization should bo aa all-India Co-oporativo Bank coordinating 
tho work of the Provincial Banks These three organizations for 
tho supply regulation and control of credit should bo placed directly 
under tbe charge of the National Economic Council along with the 
other National Boards "nio position may bo diagratamatically 
represented as follows 

NAlIOVAl, ECOMOUIC COIINOtl. 

1 

I 

AU India Industrial Central Agricultural 

Kanli. Loans Board 

iVotiDCial Industrial 
Bants 


Land Mottgaqo lutcnsodioto All India Co operativo 

Backs Credit Bauk 

(ProviDCul) Institutions I 

Provincial 
Oc operative Banks 

The above diagram, it will not be difficult to find out, is not a 
perfect one In fact, the diagram cannot be perfectly followed unless 
there IS already existing a clear demarcation between the different 
forms of credit This is ai matters stand now by no taeans tho case 
No doubt commercial credit is to a certain extent demarcated from m- 
dustnal credit on the one hand, and agricultural credit on the other 
But there has been no specialization of the different institutions 
for the supply of different forms of credit We have sepn that tho 
indigenous banker or the village moneylender does not make any 
rigid distinction between the purposes for which credit is wanted 
or supplied Even the Co-operative Banks do not distinguish too 
rigorously between long term and short term credit On the other 
hand some of the commorcial banks take up cautiously a certain 
amount of industrial financing The Reserve Bank of India maintains 
an agricultural credit department thus admitting to a certain extent 
not only the differentiation between commercial and agricultural 
credit but also the necessity of co-ordinating the same The proposals 

’Tho Kesarve Bank of India Act mnst bo modifier! and its control 
nationalized in order that it might play itg allotted port— it is needles to add tU >t 
it would bo a fundamental part— m the planning of our nalional eeoaomy 
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put forward above make an attempt at a scientific classification 
of the different forms of credit and at institutional specialization 
for tho supply of tho same The point is that tho present chaos in 
the world of Indian banking: must bo replaced by a well regulated 
system Tho process may bo a gradual one and even a difficult 
one But tho ideal must be kept in view and as in tho case of all 
forms of planning tho difficulty of any endeavour should not bo 
permitted to bo pleaded as an otcuso for an attitude of indifference 
if not of despair 



CHAPTER 
TAEIFP REFORM 


kl 

THE ExisTisc unQurriE^ 

Recent debates in the Indian Legislature on the revision of 
Inilia’a tariff's and taxes have moro than one© brought to the fore an 
important question of economic policy It seems that the Govern 
ment of India are conscious of tho necessity of rationalizing India’s 
ta'ues and tariffs And they contemplate shortly to taLe up a 
thorough investigation of the Indian fiscal system Overadeondo 
has HOST passed since India adopted a protective policy svhirh now 
governs a large section of tho import tariff A.t the titno that the 
Indian Taxation Enquiry Committee reported, the policy of discrimi- 
nating protection had just been initiated so that many ot tho finding*, 
of the Committee were either premature vrhile others wens soon 
vitiated by rapid and drastic changes m the import tariffs There 
have been fundamental transformations in the striicture both ot 
tho customs sehe.dnlfls and the system, of taxation brought about by 
the emergency of 1931 TTio burden on the different cla‘?ses of 
tho people has also been changed on account of this policy while 
the effect on trade and mdostnes has been anything but definite 
ever 'smi.e a -protectrve waSl was buii 'behind tns big’n general 
surcharges imposed under Section 4 of the Indian Finance (Supple- 
mentary and ExtenduiE) Act of 1931 Naturally the time isnpo 
for a stock-taking yf ihe Indian fiscal situation at a date as early as 
possible 

Some of the iniquities of the system of Indian taxation and 
tanffs have been ably exposed by Dr Hirendra Lai Dey in his 
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■worL on The Indian Tanff Proldem. IIo points ont tliat 
the canon of ability in taxation has come to be interpreted 
as progressive taxation and that in practically every modem 
conntry there is ‘a marked tendency to so devise and inter 
relate the different taxes -within the fiscal system as a -whole that 
the distribution of the burden of taxation among the members of 
tie several income gro-nps may conform at least approximately to 
the principle of progres-non.** He next points ont that while direct 
taxes on property and income satisfy largely the ideal of progres^on 
mdirect taxes on consnmption often remit in the iniquity of sharp 
regression. This general statement is of course subject to modifica 
tions depending on ‘ the natnro and standard of consumption 
of the different income gronps’ within the economic cornmnnitv 
bnt in a country where the standard of conmmption is nmfonnly 
low, the general proposition may be accepted that tio larger 
the proportion of the total re-vennes rai«ed by direct taxes, the 
greater the approximation to the principle of progression and the 
larger the proportion of the revenues contributed by indirect taxes 
the greater is the Utelihood of the iniquity of regression. 

TVe may now put the«e principles to Indian test There x. 
no doubt that on account of the large proportion of the population 
of our conntry who are on or just above the poverty Ime, there must 
necessarily be a considerable proportion of indirect taxes in the Indian 
system for the purpose of reaching these classes and for raising 
sufficient revenues to meet the requirements of tie State. Bnt that 
very fact wo-old tend to make the system sharply regressive One 
-way of counterbalancing the regressive character of this ^y'ttem 
would be to secure a much steeper gmdnation of tie taxes on 
income and property Coming to the Indian system -we find tiat, 
omittmg land revenue which in a manner is '•ui genens on an 
average for 192(5-29 • mcome taxes and ^per taxes contributed 15 21 
per cent of the tax revenues while the proceeds of the custom** 
and excise duties contebated TD72 per cent. These percentages 
stand m marked contrast to tie coirespondmg percentages in tie 
Western countries mcludinp the United Kmgdomt If ho-we\er 
land revenue is included within the category of a direct tax (which 

fifmres are taien iromthe/ndian Tarj/ProWm IjDr H. L. Dev 
tSee also Colwyn Conmuttee s Seport. 
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afcoiit 60 per cent as compared to 42 19 per cent in l)r Dey’s table 
Here, therefore, is a distinctly retrograde step Since 1933-34, customs 
revenue has suffered further deterioration and ivo are yet to know 
if any hkely improvement in revenue ivill take it up to the 60 crore 
matL With a further drop in the total customs and excise revenue®, 
we have had two other excises levied on acceseanes, namely, sugar 
and match, which between them ar© expected to contribute about 
Rs 3 crores in revenue If our calculations are revised accordingly, 
fully two-thirdj, of the customs and excise schedules would bo 
represented by the taxation of necessaries and means of production 
Could we conceive of a more irrational schedule i 


§ 2 

INCOME TAX 

As regards the structure of the income tax rates I have already 
referred to the ohservations of the Taxation Enquiry Committee 
on the subject. The rates have since been put up On an analysis 
of these rates it will be found that the percentage of the increase 
in the rates after 1931 has been haphazard for the diff'ercnt ranges of 
income, but still, as before, the intermediate and the higher ranges 
of incomes have been mote or less lightly let off 


Incomes 

2CKXM9W 
5000-9^ 
10,000-14,^ 
15 00CV199« 
20 000-29,^ 
30,00(V^9,9^ 
40CX»-49,999 


T&BL£ 

j> c mcrease in tho rates 
(exclusive ot aur'Kxrse) 
2Up c 
SOp c 
30p c 
7a p r. 

59 p. c 
53p c 
39-44 p.r 


Apart from tho fact that tho percentage of the increase in rates 
in the case of tho largest ranges of incomo (personal) is smaller than in 
tho case of tho mtcrmcdiate mcoine'’, the rates such as they are still 
compare unfavourably with the English rates of 1924, not to speak 
of the subsequent enhancements of the rates in that country 

The recent mtroduetion of the “slab” system has uo doubt to a 
certain extent rectiffed this position But even now the Income 
Tax Law, in spite of the drastic modification that has been made 
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by tho amendments accepted by the Legislature in its last session 
contains many features that are indefcnsiblo on the grounds of 
reason or justice Some of the provisions, particularly those relating 
to the taxation of foreign income, are frankly in tho nature of a 
compromise It must, however, be recognized that having regard 
to the present alignment of parties in the Central Legislature, the 
amending law has tried its best to meet the criticisms that have 
been urged against the old law relating to the taxation of foreign 
income and investments The most important defect of the new 
law IS however, the fact that the governing object of the new law 
has been less to secure a more equitable distribution of the burdens 
amongst its several classes of tax-payers than to secure larger 
revenues for tho Government It is tnie that the new schedule of 
the rates of income tax has favoured the lower ranges of the 
income at the cost of the higher as compared with the schedule 
that had obtained before the new rates were made effective ffor 
a comparative study of tho two schedules reference may be made 
to the appendix 3 of the Income Tax Enquiry Eeport, 1936 Thus, 
according to that schedule, an income of Ks 2500 a year would 
pay a tax of 3 4 per cent while under tho slab system as proposed 
in the Beport, tho same tneomo would pay a tax at the rate of 
1 9 per cent The corresponding rates for an income of Es 8 BOO 
would be 3 4 per cent under the old schedule and 2 7 per cent under 
the suggested scale There is an approximation of the two rates 
in the case of an income of Rs 5000 a year, the old rate being 
3 4 per cent and the slab rate working out at 3 3 per cent But 
while the old rate jumped up to 51 per cent in the case of an 
income of Es 5 333 a year the slab rate remained at 3 6 per cent 
"When, however, the incomo reached the level of Es 20 000 a year, 
the slab rate would exceed the old rate, being 9 8 per cent as 
compared to the old rate of 9 per cent In the case of an income 
of Es 80 000 a year, the old rate would work out at 18 6 per cent 
while the slab rate would work out at 23 9 per cent The extent 
of the difference would be more apparent in tho absolute figures 
of tho taxes than in the percentages In the case of an income of 
Es. 80 OOO, for instance tho iax payable would amount to Es 14840 
under the old rate, while under the slab rate as suggested by tho 
Eeport, tho tax would amonnt to Es 19149 It would be seen 
that with every increase in tho range of tho incomo, the percontago 
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of the tax mcrea^es un^tjr the slib sj»tom To that extent 
there i an attempt to correct tha jlisjcropancies maolved in 
the ohl schedule But % liltlo study of the rates would at once 
show that even m the case of the now rotes the percontapo increase 
m the rates appUcahle to the different rinpcs of income becomes 
progressively le'^s 


§ 3 

Cl ■iTOMS 

Thii brief riiscnssion is we holifivo sufficient to reveal the 
irrational ch'»ra.eteT ot the present distnhxition of the direct nnd 
indirpot taxes So tar os Questions of polios are concerned the 
nnsati factory nature of the present system is further revealed 
Tn the costoms tariff wo have practically three lists the free 
list the reaenue tariff an 1 the protective tariff The main principles 
underlying the free list so far as any principles can bo discnvered 
seem to be that certain food groins such os gram and pulse Cbnt 
not wheat which IS dutiable at 11s tl percent and flour) and hops 
sago flour and salt imported and issued in accordance with rules 
framed with the previous sanction of tho Governor Gfaneral for use 
in the process of manufacture and certain industrial purpo'^es are 
exempted that hnnwledgo and its dissemination is not taxed 
(though paper and stationery are tarod) that agnctiltoral imple 
xnents dairy and ponUry farming appliances and manures of all 
sortb arc exempted and that personal uniforms equipments and 
stores are included in tho free list But these general rules do not 
exhaust the whole list some of the items being really inexplicable 
For instance wo find no justification for including precious stones 
which are onset and imported imcnt and pearls which aro unset 
within tho free list Apart from tho fact that these articles do not 
satisfy the pnnciples set out above the trade in these actually shows 
a tendency to increase a duty of 30 per cent easily yielding a 
quarter of a crore m revenue in normal times Then again it is 
difficult to uuderstaud why bides and skins raw and salted are 
allowed to be imported duty free while till 1934 tho exports of this 
coiumoditj were bubjectcd to a duty Of the article!, which ought 
to be included withm llio free list but are not one may mention 
printing types nnd printers ink newspnnt machinery unexposed 
cinema filras etc ou the ground that, taxation of these articles 
£5(1 
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either impose a burden on knowledge or hamper the development 
of industries 

The revenue schedule has long ceased to have a purely revenue 
aspect In 1922, the general import duty was raised to 16 per cent 
with the important exception of cotton piecegoods which were 
left at 12 per cent Till recently tho duty of 25 per cent on sugar 
had a protective effect Tho emergency surcharges imposed 
since 1931 have also led to such an effect in the case of many minor 
irdustries The question has recently been raised in an acute form 
by the competition of Japan which has increased her exports to 
India of certain articles belonging to these categories by as much 
as 100 per cent or even more The competition is particularly keen 
in the case of the glass industry, earthenware and porcelain, soap 
etc* A high revenue tanff has naturally been of great advantage 
to these industnes of India fighting cut-throat competition In the 
case of the industnea mentioned, there have been loud and insistent 
demands for putting up the tanff still further and to make it 
frankly protective and the Oovernment have been obliged to respond 
In some cases, on the other hand, tho emergency surcharges have 
given an additional dose of protection to an already protected 
industry The sugar industry has been a typical case The double 
dose of protection has not only been followed by what is believed 
to be a too rapid expansion of the industry but also a large accu- 
mulation of abnormal profits in which the growers of sugar-cane had 
till recently but little share t Now if the rapid development of an in- 
dustry is a fit subject for taxation, so should a rapid development of 
trade in any particular commodity A small revenue duty on the ex- 
ports of gold and Imseed would, ono might suggest, come to the relief 
of a much harassed exchequer Thus, the exports of linseed have 
reached the high water-mark of the pre-war average, and with a turn 
in the corner of depression, a specific duty of, say, 4 annas per cwt 
would easily brmg in Rs 20 lakhs to tho exchequer, whereas in the 
case of gold, on the assumption that ‘ distress gold” has all been 

• -Sftp syixcle “SmaJJ CsfXs^p^'i'e^' llX 

Mr Nalmi R Barker, published m the Jndtan i^inance. Industries Supplement 
dated 31 1 1034 

tPor the opposite view, nde the speech of Mr J M Lowrie President of 
the Upper India Chamber of Commerce at the annual session of the Associated 
Chambers of Commerce held in 1933 It was nrgod tliat the whole of the protec- 
tive duty plus the surcharge was necessary to protect the industry against the 
low pneed imports from Java 
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the Safeguarding Act of 1933 and to impose revenue surcharges 
■whenever necessary But that did not affect the new principles 
introduced in the Agreement, ■which are, as Dr Pramatha Nath 
Banerjea pointed out in the Legislative Assembly, first, that the 
application of the principle of discnminatory protection had been 
restricted, secondly, that India had been committed to a principle 
of safeguarding British industries, and thirdly, that India had parted 
with her power to negotiate a trade agreement with other countries 
on a free basis For the Agreement did not recognize that conditions 
affecting industries in India, in the United Kingdom and in the 
foreign countries may be such that the Indian industry requires a 
higher level of protection against United Kingdom goods than 
against foreign goods in the interests of the economic well-being 
of India That this is not a theoretical assumption will be easily 
apparent from the direction of our trade The gradual loss of some 
of our important foreign markets may further make it necessary 
for us now or in the near future to enter into reciprocal trade rela- 
tions with those countries (e g Germany, Eussia, United Stales, 
Japan), and in view of the greater advantages to be secured, it may 
be necessary to alter the differential margin of duty established 
between United Kingdom goods and goods of foreign countnes to the 
detriment of the former The Indo-Bntish Agreement bars out the 
possibility of any action being taken in that direction 

§5 

EXCISE DOTIES 

One consequence of the application of the policy of protection 
in the Indian tariff system has been that the burden on the con- 
sumers of the protected commodities has been enhanced It is 
well-known that protection mvolws a burden on the consumer, 
though the extent of the burden may differ in the case of the 
different commodities protected This burden is justified only to the 
extent that it is necessary to enable industries to develop that will 
ultimately be able to compete unth the foreign products on a free 
basis The time for which the protection should be granted should 
also be limited to the minimum period necessary for the industry 
to adjust itself the forces of free competition Many of the Indian 
industries have no^w enjoyed a feirly long period of protection but 
it canuot be said in the case of all of them that they have reached 
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the conditions which might enable them to dispense with the 
nece^iDity of protection In the case of some mdii.'tnes, however 
It hoa been po~£ibl3 for the Govemment to rednee the margin of 
protection by means of the imposition of exci-e duties Sn gat and 
'alt were two of the commodities, widely o-ed which are subjected 
both to a protective import do^y and eicue duty It seems that one 
of the fundamental porpo'es of any revision of the sy-tem of taxation 
m this country 'hould be to mvestigate the question of the burden 
of the different taxes on the Indian consumer The burden can ho 
usually reduced m two ways either by withdrawing the protective 
part of the cus*Qm3 duties or by impo«ing cotmtcrvailing eici'C dutie- 
Since It u olwaj^ dc'uroble m such case* to proceed with caution, a 
sy'=*em of countervailing excise duties gradually off-ctting the pro- 
tection granted might be tned ao on cipenment to find out how far 
the indus*nej. concerned stand to be affected by 6 reduction of the 
margin of protection. Thi:9 procedure of reducing the harden of a 
tax IS not strictly scientific because while a protective duty increases 
the burden on the consumer of the commodity taxed countervailing 
excise duties afford relief not to such consumers qua consumers 
but to the general body of taxpayers In the circunstanees, however, 
this seems to be the more practical procedure 

Another consequenco of the heavy incidence of protective tariff 
u that a customs schedule becomes very soon inelastic. This, of 
course, is natural because a protective tariff cannot at the same tune 
be a revenue tariff except in certain exceptional ca^e*: "We cannot, 
tcrwevei. ignore the fact that the ciis*^ocis duties have so far been 
one of the principal sources of revenue to the Govemment of India. 
Two circumstances have been responsible for drying up ibi< source 
of revenue The first is the mtroductioti of the principle of pro- 
tection m the shape of high import duties , the second is the high 
I^vel of the non-protcctive du*ie3 necessitated by the emergency 
that had to be faced in 1931 Any attempt to revije the tariff system 
would be pomtic's unless these two circumstances were given due 
cons’deration. The Government of India have to discharge important 
functions for which adequate funds most be found Beudes, as the 
custodian of India’s financial credit, the solvency of the Central 
Budget must h“ assured beyond any doubt Two ways open to the 
Government to reimburse the loss caused to the Central revenues 
by the introduction of a protective tariff arc (1) the imposition of 
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export duties and (2) the imposition of excise duties Those 
articles of export which command a moro or less inelastic demand 
m the world’s market can well afford to bear an export tax A good 
example is the export tax on jote manufactures Such taxes can 
be easily multiplied though the selection of the commodities to be 
taxed should be left to an expert committee 

As regards the excise dnties. here again, there should bo ample 
scope to a Government in search of revenue to tap profitable 
sources of revenue By excise dnttes, we must make it clear, 
we do not include the restrictive excises Certain practical con- 
siderations no doubt hmit the imposition of excise dnties, bnt with 
the increased indnstnahzation of the country, it shonld be possible 
for the Government to frame a suitable schedule of excise duties 
I have already proposed a system of countervailing excise duties as 
an experimental method to test whether the industry concerned 
would bo able to bear such taxes “Where import dnties aro levied 
for revenue purposes alone, it would be customary to impose 
countervailing excise duties, particnlarly in the case of articles 
having an inelastic demand Excise duties are thus particularly 
smtahle in the case of articles which are ttsed by the wealthy They 
enjoy an inelastic demand In the case where a particular article is a 
necessary of life, excise duties should not be imposed m suoh a 
manner as to press too heavily on the poorer classes * Here again, in 
view of the growing importance of excise duties, the whole sahject 
deserves to be mvestigatcd by an expert committee This is parti- 
cularly necessary for the removal of tariff inequalities, if any, 
brought about by duties on competing products 


§6 

OTHER SOURCES OF REVENUE 

If the rationalization of the Indian tax system is to ho earned 
out to its logical limits, it must be related to the extent and the 
purposes of public expenditure The activities of the modem State 
have increased so much m recent years that it is no longer feasible 
to follow the good old maxim of cutting the coat according to one’s 
cloth, that IS, of limiting the expenditure to the revenues that can 


*The reader may considt the Beport oi the Indian Taxation Inqniry Com 
mittee (ld21*2o} pp 140-156 for a fall discasaion of the excise duties levied on 
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which the ncher classes of tho society may bo more directly taxed 
than they are at present 

Beanng these two factors m mind the next question that arises 
IS how to reduce the cost of tho administration including military 
expenditure and secondly, what now direct taxes can bo proposed 
for taxing the rich ? The first question we reserve for later treat 
ment As regards the second one, a number of taxes have been 
proposed by economists, financiers and others designed to get 
the rich to contribute more to the coffera of the State Inheritance 
tax is one of these In fact it may be pioposed that the whole 
question of tax revision should bo referred for an expert investigation 
to a competent authority It is about 15 years ago that the Indian 
Taxation Enquiry Committee had submitted its valuable report 
Since then the problems of Indian finance have been radically altered 
and it IS desirable that another comprehensive enquiry should be 
made into the system of taxation The aim should be to bring about 
an immediate increase in public expenditure by at least 60 per cent 
and to adjust the taxes to that scale of expenditure The new 
investigation must consequently be based on this desideratum, and 
if lb comes to proposing new taxes, the taxes must bo such as would 
not bear heavily on the poorer classes 

This brings us again to the question of the incidence of taxation 
amongst the various classes of the population The determination 
of the incidence of taxation is always difficult It is particularly 
difficult in a country like India where reliable statistical material 
IS not available The Indian Taxation Enquiry Committee made an 
attempt to examine the incidence of certain taxes but the attempt 
was based upon such general knowledge of the comparative incomes 
and standards of living of classes of the population and such general 
considerations as to the desirability or the reverse of particular taxes 
from the point of view of their incidence on particular classes as 
are available to them ’ * Though there have been drastic changes 
in the fiscal structure of tb© country, tho mam concusions of tho 
Taxation Committee might oven now bear repetition They ''may 
be summarised as follows 

The duty on salt and customs duties fall generally speaking 
on the whole of India including the Indian States The burden of 

•Eeport of the Indian Taxation Engutry Committee (1925) Chapter XIV 
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taxation on the poorest das'?, i corrected mt!i rcferoiico to the pneo 
index, has on tho whole increased since tlio bcjrinnina' of tho European 
■War. mainly owing to the increase oi new imposition of customs 
duties on articles of unner'al consumption Customs and salt, as 
well as municipal octioi. press very heavily upon tho urban 
labourei*s It is estimated that the incidence of central, provincial 
and local taxation per head of this cla‘>s has bocomo nearly double 
smeo 1911-14 Tho pobitioii ot tho landless agncultiirnl hbonrers 
lb bomculint liiffcrciit fiom tint of the luban labourers in that they 
reccuo lower u agLs but coiiaiime h^s imported or oxciiablo goods 
They are free of mumcipal laxcb but pay capitation or apportioned 
taxes in some province'. Tho aycrage incidence has. m tins cqso 
aKo, increased by 100 per cent Tho number of small holders of 
lands IS yory large Tlio lot of this class of persons is a very hard one 
They pay, m addition to tho land rovonue and cesses, the same taxes 
as tho daily labourers The condition of tho peasant proprietors with 
subbtantial holdings is much bettor Tho land revenuo. being 
imposed at a flat rate, takes a smaller proportion of their surplus 
than It does of the small iioWers The tax lurdca on the majority 
of largo laudholtlors rests more lightly tlian on other classes, ami 
some addition to it is not likely to prove unjust While general 
prices have increased by over 100 per cent, tho land rovonno lias 
increased by only 20 pot cent, and tho road cesa to a very small 
extent Tho tillage traders csenpo wiili a light shnro of taxiition, 
but tho burden on tho small traders in towns is a httlo heavier Tho 
larger triiilors in towns generally bear a light burden Tho big 
increhiint in tho cities have borne tho brunt of tho new burdens that 
have been imposed smeo the War But oven then, thoir burden is 
not heavy as compared with tho burden on similar classes in other 
countiica Tho lovrei professional doss ha*? suffered smeo tho War, 
more by reason of its comparatively high standard of living and of 
tho fact that its earnings have not kept pace with tho nso in prices, 
than on account of any increase in tho incidcnco of taxation Tho 
cmvtnlution of this ola*s to tlm gcncrol taxation of tho country is 
not largo Tho members of tho professional classes of tho higlier 
grades pay tho same taxes and onjoy the same standard of living as 
the big merchants'* 


"Di PN Bineijei A llutory cflndtan Taxuiten (1930) p JC 
OG 
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Since the Committee reported, however, India ha? parsed 
through a sovero economic depression along with tho rest of tlio 
world from tho effects of which she has liardly yet recovered Being 
an agricultural country India has suffered more than the industrial 
countries of tho "West, end tho defects of the Indian tax system 
which tho conclusions of tho Taxation Committee summarized above 
have exposed wore accentuated, on tho one hand, by tho sharp 
recession in agncultural prices and on tho other by a substantial 
increase in the burden of taxation If, therefore an investigation 
IS undertaken on a scientific basis into tho incidence of taxation m 
India we are certain to have a correct measure of the real problem 
of tho reform of tho Indian tax system Before such an enquiry 
IS possible we must have accurate statistics regarding the standard 
of living of the different classes of tho Indian population, rural 
as well as urban— more particularly of tho scales of their expendituro 
A Charles Booth is yet to arise m India to undertake this gigantic 
task Tho task might, however be much simplified if tho help of 
the students is enlisted during the summer holidays for tho purpose 
of such on investigation The planning authority will have to prepare 
aeoheduloof investigation setting forth in a tabulated form tho 
(lifierent points on which information might bo wanted There is 
every reason to believe that if such schedules are issued under tho 
authority of tho National Economic Council thojouthsof India will 
gladly respond to the call 


§ 7 

CONDITIONS or REFOKM 

The Indo-British Trade Agreement and tho Ottawa Agreement 
moreover leave tho Indian part of the bargain in an unsatisfactory 
state While Britain has under her several Agreements been able 
to secure both specific and general improvement of her exports 
India has not had corresponding benefits so far as her own export 
trade is concerned But a significant fact of the present position is that 
after a short break Indian exports have onco again exceeded her im 
ports but the favourable balance of trado is not yet such as to enable 
her to meet her foreign obligations xnthont any exports of gold Our 
tariff policy will therefore have to meet this situation and to bo 
devised in such a manner as wonld encourage our exports instead 
of merely stimulating the imports The fiscal policy of the depression 
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^ ears has coinpletel> ipnorcd lhi« aspect of the question The onlv 
pf 'itiTe a iTanlape tl ot India «ccms to hare secured \'~ in regard 
to the pnrchHses of rav- cotton by Tapon and of linseed by the 
"United Kingdom nnlerthc Ottawa Agreement The artificial wheat 
itiiation has al q to some estent b'*cn corrected by the annual TVheat 
Import Duty Act and the measures taken under the Safeguarding 
Act and the Inlian TanfF Am endment Act of 1954 aUo gave some 
protection to certain iDciustnca such os tho glaas and the pottery 
indastne* 

The eecoD 1 nee 1 that the new tanQ" policy will have to meet 
j5 more fun lamenta! and theref re more duHcnlt That is to «ay 
the present DO ittOD of India as an exporter of raw matenaU an I 
importer of manufactured gr od« will have to be altered This brings 
us to the policy ol the protection of the mfant mdustneo and of the 
‘•tracture of the protectirc tanff Since 1923 India has embarked 
upon a policy of dL^cnmmating protection yet the msnner in which 
It has been applied la practice its effect on the composition of oar 
trade and the new recarl forthe necc«'ity of impo'ing differential 
duties cannot be regarded a« satisfactory features of the existing 
'■itaation To some extent the long continued deprc'^ioii of tnule 
has blurred the effects of the protection granted The compo«ition of 
our imports does not however bugge< that the measure of protection 
granted to the different industries has been adequate enough Both 
the cotton textile industry and the iron and steel mductry had to be 
given additional do«C5 of protection repeatedly during a relatively 
'hort penod of time while m «oine other ca^es the period of protec 
tion has been made «o '•hort lived at the very first instance that the 
mdustnes concerned have failed to attract suitable investment® 
This has been particularly «o m regard to cotton textile and ®alt 
industries The present position of the cotton textile industry is an 
eloquent testimony to tho niggardly and inconsiderate manner m 
which protection has been granted to the industry The iron and 
steel industry has been relativx;l> sacoc®«fal because of the ®pecial 
cifcum'tances affecting the industry Even then the policy in regard 
to galvanized sheets and re rolliog mills leaves much to be desired 
Finally the policy of appointing ad hor Tariff Boards to consider 
the qtie«tion of protection to he green to each separate industry is 
not condnctive to securing adequate co-ordmatiou of the effects of 
the Tanff on the industrial situation as a whole or an equitable 
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fhalnbutioii of tho mcidonco of the taxes on ngricnllurc, mdu'>tiic« 
and the cousumint; classes 

§8 

TVRirr COMMISSION 

Any scheme of tariff reform must, in othernonU contemplate 
tho institution of a permanent Tariff CommisMon and a standinR 
orpanization for tho purpose of securing: a rational administration of 
tho tariffs One of tho special duties to bo entrusted to such a bodj 
in India would bo to consider questions of double taxation not only 
m relation to direct taxes on income and property but oven in 
relation to customs tariffs Taxation of foreign investments and 
profits belong to this category In India tho present Rjstem is 
most unsatisfactory Tho principle of subjective taxation docs not 
seam to ha^ o made much headway in this countrj which is likely to 
impede tho constniction of a wclhrcgulatt-d tariff and taxation 
schedule, in which each mcomo aud invostmcnt'C'irmng class shall 
bear a burden appropriate to tho class 

The composition of the Tariff Commission prc'sonts some 
difficulty Tho question must fir«t of ail bo definitely related to 
tho Economic Plan and since tanffs aro a most potent instrumont of 
industrial dovolopmont their regulation must bo part of a schemo 
of national development Secondly tho Commission must bo 
constituted on a national but not exclusive, basis Tho power and im- 
portance of tho V ested interests in our country aro too strong to allow 
us to move forward without any roferonco to those interests And 
5 ot tho Commission must predominantly represent national interests 
Those interests demand an equitable diRtnbution of tho burden 
of taxation This means several things It means that the present 
proportion of direct and indirect taxes must go , it means secondly, 
that tho incidence of tho tanffs os a whole must bo equitably dis- 
tributed as between tho indnstnes coucerned so that no industry 
IS made oxrossively profitablo whilo others are compelled to drag 
on an overburdened oxistonco thirdly, it means that the guostion of 
national and foreign inv ostments must be solved on n rational basis , 
and finally, it moans that the interests of agricultiiro must have a 
suitable and adequate share m tho policy of economic development 
through tariffs 

Enough has been said to indicate that tho whole policy of our 
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UsaUvn and tintrs needs to fce ie'\i<ed That r\i e the qae^ion 
<jf procc hire Before the permanent Tanff Comir:i-''ioxi is appomte 1 
in \ besiua to work a Ii t of the ba«ic rates of dnty mtut hare to be 
fised npon Thi- uork I tmder=tand the GoTerameat l- 5 «hortly 
goi-ug to iinderteke It is ‘■uggc'^tetl here that the National Ecuuoniie 
Conutil '■iiould fir'll appeml a *mall expert Coiciuittee entru *td with 
the TTork of rexi'^iiig the tariff as well as taie* '^abjeot to the generd 
lines poho laid down by the parent body "Wtthin the^e limits 
the Comnutlee 'hoold be called apon to rationalize the G cal 
•'j steni hy remoxing the everal defects and deSciencies to which 
altentiuu Las been drt.v.ii m this chapter or others that may yet be re 
vealed Subject to the principles laid doM-n by the Jntional Econocuc 
CoimcU the Cogi.c.uttee should aLo «tnxe to ducover the wars an.'I 
means for angiaeuucg the public reTenne^ After the bine duties 
have been fixed up and incorporated in a comprenensiTe TanfT and 
Finance Act legi«Lkiou «hoiUd be pa'^'cd to constitute t Penaaiient 
TiUiff Commi. ion on 'he lines of the Amenesu Tariff Act of 19*22. 
Incorporation by legislation is iiece««ary becsti_o the periodical 
changes m and manipolation of the tanOs that the Co mm ission might 
have to adnsc npoo from tune to time most affect m a considerable 
degree the powers cow rented ui the executive Guvernisent and al o 
of the Legislature in «q far as the Utter would be expected m practice 
always to approve of the changes to be propo ed by the Commis'ion 
■which would be an expert body It would aLo bo one of the duties of 
tho ComiQis-ion to recommend to the Govemraont either on represent 
aliens from the mdostnes concerned or on their own tmtiakive the 
conclosion of Trade Agreements or reciprocal Trade Treaties and to 
revi e their terms from tunc to time In short the Commission 
should repre ent by its coostitation and fanctions the national fiscal 
authority of the country and the guardian of her fiscal mtere'd' 



CHAPTER XXVIU 

NAIIONAL EXPENDIlURi. 


§1 

NATURE or IIIE IROBLESI 

No l)lan however well laid can over succeed without the fitllest 
control of national expenditure If the Government of the country 
refuse either to execute or to bear the financial burden of any scheme 
that involves expenditure from the public funds it would bo olearly 
useless to take the trouble of preparing a plan for economic 
reconstruction It might be answered perhaps that we can at least 
make a beginning with only those schemes which do not involve 
any additional financial liability to the Government and leave the 
rest for execution till such time as the Government are able to 
provide the necessary funds What is necessary these cntics might 
argue is that the Governmeut should be made to accord their 
administrative sanction to these schemes for which they are not 
in a position immediately to bear any financial responsibility but 
which they approve it being understood that as soon as funds arc 
available the Government would take up the schemes which must 
have been prepared in advance 

Those cntics who argue like this would seem to have missed 
the essential point of an economic plan I have already pointed 
out that the Plan must be oomprehen''ive and of an all India 
character because the problems with which wo have to deal do not 
admit of any compartmental treatment I have also made it clear 
that without government assistance there would bo no chance for 
the Plan to bo successfully worked Eurther it is of the essence 
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of a plan that it must be oxecnted withmtho shortest possible time, 
and that all puts of the Plan must move harmoniously totrether 
The absurdity of anoording ‘admimstrative sanction’ while -waiting; 
indefinitely for funds to aocumnlate m order to work the Plan is so 
obvious that I need not labour the point It is true that something 
can be dona even within the e-osting resources and perhaps, 
without the assistance of tho Govemment. but that something cannot 
be by any stretch of the imagination bo said to constitute a “plan” 
The effect of planning on the finances of the Government is twofold 
In the first place planning undoubtedly retinues an augmentation of 
the national revenues to provide for a very much accelerated espeji- 
diLure uu the various schemes that would constitute the Plan A. good 
deal of such expenditure iniglil no doubt bo found from savings that 
could be effected m the existing budgets Aiid also by a transfer of 
funds from certain heads of expenditure to others This bnngs us 
to tho second point, that is, to the necessity of rationalizing tho public 
expendituzo in this country 

So far as the question of augmenting the rovemtes of the country 
IS concerned, the espert. enquiry recommended in tho proTious 
rhapter would no doubt siiggesl the ways and moans of finding 
additional, and whore necessary, alternative, sourceb of revenue It 
would also be neceseary to suppUment the revenue income of the 
country by a judiciously framed Joan programme This must be 
strengthened by suitablo measures for currency stabilization m 
accordance with the requirements of Indian agriculture, trade and 
commerce 

On the expendituro side, three questions will have to be borne 
in mind In the first place, the Central Govemment as well as the 
Provmcial Governments shall have to provide for their current needs 
and requirements Secondly, funds must be made available for 
tinancing vanoiis schemes proposed under the Economic Plan 
Thirdly, there must always be A tieitble programme of expenditure 
which could be adjusted to meet any emergency situation brought 
about either by natural calamities as famines and floods or by any 
sudden collapse of the industrial or credit structure of the country 
resulting in large-scale nnemploymeat "While the first and the third 
Items -will constitute the normal budgetary policy of each of the 
governments concerned, the finanang of the Economic Plan might 
m certain eases have to be made through separate funds to be cre.itpd 
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for tlio purpose Before, however, I pass on to consider that aspect 
of the question a brief reference may be mado to the nature and 
growth of public expenditure m India 


^2 

OBOWTII OF PDBUC EXPEVDITimE (oENTFAl) 

Turning our attention first to the growth of publio expenditure 
in India the outstanding fact is that smee 1913-14 there has been 
a phenomenal growth of such expenditaro in India central as well 
as provincial Before the War, the central expenditure was of the 
order of Rs 80 crores During the exceptional years of the War, the 
expenditure reached its highest point in 1919 20 recording an increase 
of about 100 per cent dunng the period After that the expenditure 
began to fall, with occasional rises The following table will 
indicate the state of public expendituro m India during the decade 
1921 30 (gross figures are given m crorcs of rupees) 


TABLE 


Central Expenditure in India 
Year Experxliture 


W2t 22 143 

1922-23 136 

1923 24 130 

1924 25 132 

1925-26 130 

1926 27 132 

1927 28 127 

1928 29 129 

1929 30 132 


These figures include expenditure charged to revenue in India 
as well as in England together with the loss incurred on exchange 
It will be seen that the expenditure has remained fairly stationary 
round about the figure of Rs 130 cror^ during the decade which 
shows the stationary character of central expenditure in this country 
The Central Government undertakes but little liability on account 
of social services, the three principal items of the expenditure 
being Defence, Civil Establishment and Debt Services The 
position may bo further elucidated if wo taie net figures of expen- 
diture and compare these with the revenue position 
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1921 22 

1922 23 
l-)23-24 

1924 as 

1925 26 
1926-27 
1927 ^ 
192a 29 
1939 40 


TABLE * 

Net Ceiitr.il Pixiwncial Conlri Total Expenditure 
Bepenue bntion Revenue 


6506 983 

74 71 920 

8000 920 

85 44 9 20 

85 63 620 

85 05 517 

8295 
8543 

3315 (B^t) 


74 89 102 34 

63 91 9B 93 

©20 66 81 

94 64 88-96 

91 33 88 52 

90 22 87 26 

8295 8516 

8543 S6 49 

8315 02fi5(Gst> 


Tho foregoing table show'’ ttvo results If the first place, while 
revenue has remariably increased dunne the decade beginning 
with 1921 22, the expenditure has romained fairly stationary during 
the same period Secondly, if th© provinoial contributions are 
excluded tho Central Budget shows on accumulated deficit of 
Es 60 crores during the decade towards meeting which provincial 
contributions provided some Es 50 crores It has already been 
pointed out that most of the central expenditure is taken up b 5 ' 
Military Services, Civil Administration end Pebt Sonuces The 
following table taken from Sir Walter Layton’s Beport to the Indian 
Statiitorj Commission will bo read with interest 


TABLE 



Cfit'f flemt of Central Expenditure 


ihi Crores of Pa ) 

Tesi 

JliliUrj Services 

Citil AdmimstrUio 


(net) 

(net) 

1921 22 

6981 

864 

1922 23 

6527 

950 

1923 24 

5623 

865 

1924 25 

5563 

939 

1925-26 

56 on 

987 

’IVUjin 

VjV’i 


1927 28 

5179 

1022 

1928 29 

5510 

10 43 


DeTjt Senjcea 
(net) 


14 89 
1500 
1417 
1527 
1412 
12 

1199 
12 83 


*Thi5 KMo is lr«n Sw 'W^llefr Laytons report to tlio Indian 

Stxtutorj (Simon) CommissioiWlSdO), p 21fl. except lor the liguie loi- 1939-40 
In Hit table C-nsloins liiLOtne Tax Salt, Tributes and Eevemie (Lind Revenue 
Excise Stimps etc ) from the dirai-tly aJmiaistered areas have been talcen 
gross and all othei items net Net profits oi losses from railwaj and postal 
s.erM<.es have been added to or taken from the revenue figures as the case 
may be 

57 
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In 1939-40 tho expenditure on Defence has been estimated 
at Es 45 18 crores It may, however bo pointed out that this 
figure IS in addition to (i) the receipt of the addition of £ 600 000 
to the Grarran Contribution fixed at £ 1 BOO 000 since 1933 in aid 
of Indian Defence expenditure (ii) the transfer to the Impenal 
Establishment of four British battalions one cavalry regiment 
and five tank companies and (lu) drawing on Military Sinking 
Funds to the extent of Rs 49 lakhs for purposes other than those 
for which they were set up , the figure also allows for the receipt of 
£ 2 160 000 being the first part of the capital grant of £ 6 000 000 
provided by Parliament for tho ro equipment of certain British 
and Indian units in India and the provision of aircraft for the 
re equipment of certain squadrons of the Royal Air Force, These 
figures confirm what is now a commonplace maxim of all text-books 
of Indian economics namely the heavy burden of military expendi- 
ture in our country It is of course, to be agreed that the signi- 
ficance of the high proportion of India’s military expenditure can very 
well be exaggerated The high proportion of the expenditure 
IS largely due to the fact that the Central (Joremment is con- 
cerned mostly with the administration of socunty services 
and also because India has to defend a particularly difficult 
frontier on the North-West A part of the army is also stated 
to be necessary to deal with the recurrent cinl disturbances 
which have disfigured the history of India in recent years It must, 
however be noted that even after making allowance for all these facts 
the expenditure on the army remains unconscionably high I shall 
try to show m the next section that a great part of the army that 
IS maintained in India involves an unjust burden on the Indian 
Exchequer the cost whereof should properly bo debited to tho 
Imperial Government It is also possible to improve upon the tradi 
tional British policy with regard to tho North West Frontier 

§3 

COST OF PUFGHCE 

So far as the total strength of tho army is concerned the army 
can bo divided into three broad categories namely, the Internal 
Security Troops the purpose of which is to help in the preservation 
of internal peace and tranquilhty the Covering Troops which 
protect India agamst tnbal invasions from across the frontiers and 
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the Field Aruij wbicli stands between India and the danger of 
external aggre saion the classification being primarily designed for 
war condvUonb TIib btrength of these different categonea of the 
army are as follow a —Internal becurity Troops — 70000 Co\enng 
Troop-j — 4i000 and the Fiehl Army — 60000 The total strength is 
1 SI 000 of which 2100 represents the strength of tho An- Force 
so that escUidmg the Air Forte the total strength of the army is 
1 79 000 The figures are for 1931 

lb rcg<in!b the Bnttsh perMinncI somewhat more detailed tables 
are gi\ en below The fignrca aro as at April 1935 

Tot'll Officers with Kin, n Coimnission 
other ranks, 

Total Officers in E^chtmg Units or ‘Stall’s 
other ntoLa lo tb« ssme 
Total Officers in Adminutratire 

and Aocd1ar> .Semce> 
other nals in the side 
Total Officers in the Bo>al Indian N\vt 
other ranis in the &soie 
Totnl Officers in the Ho>al Air Force 
other ranis lu the same 

Or if we take the Units — 

Sirenglh 

British Cv aUy JU^unenta 5 (arptoxl 3 QQO 

lafantri 43 40 500 

Bittenes ol Artillery 78 10 000 

S 5 :asl Entrmeers {tappers snd Miners), 

Tank Corps and Staffs (ippror) 4 000 

Officers. >n Cavalries •tnd 

Infantries cf the Indian Army 1700 

The first “et of figures la importaat from the point of new of 
the different purposes to which the army in its differeut categoriea 
ib put The significance of these purposes so fir as the finanenl 
burden of the army la concemed will be discas«ed presently 

The second ‘let of figures which refer eschisirely to tho 
Bci*ish personnel m the army are also significant from the point of 
tne-w of the financial harden that they involve so far as the defence of 
India 13 made to depend on the mainten'uiceof large nombers of Bntiah 
force* Since it is well known that the British soldier co=t3 at least 
three times as much as the Indian this aspect of the problem also must 
be considered So far howe-ver as the officers are concerned officers 


7279 
59 296 
4 571 
M+te 


2«)U 

fiS 

42 

265 

1694 
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holding the King’s Commission whether British or Indian receive 
the same pay, rank for rank Also, for army purposes an Indian 
Officer holding tho King’s Commission is considered as a British 
Officer so that a mere substitution of tho British Officers will not 
whatever bo its national significance, bo of much financial signi- 
ficance, unless tho scales of the pay and allowances of tho Indian 
Ofiicers were lowered, or a different and more economical organiza- 
tion of the army were sanctioned 

Dunng tho last 16 years, there has been a reduction in tho 
military expenditure by about 28 per cent and it is in any case 
considerably less than tho figure of Rs 60 crores recommended by 
the Inchcape Committee as the ultimate “rock-bottom figure ’ But 
the expenditure is still substantially higher than tho pre-War figure 
of Es 29 crores , and while wo think of it, one point stands out as 
an irrefutable argument m favour of the fact that India is beanng 
a disproporCiouato burden of military expenditure Duo to tho War, 
tho armaments expenditure of Great Britain increased between 1013 
and 1923 by 48 9 per cent and that of tho Dominions by 83 per cent 
while that of India increased by 66 per cent* Even when the 
subsequent reduction in tho military expenditure of India referred 
to above is taken into account, tho percentage of increase compared 
to 1913 still remains very high— about 65 per cent The real burden 
of tho increase would become particularly evident if we considered 
tho catastrophic fall in the prices that has taken place during the 
last 6 years 

It may of course, be pointed out that tho pe? capita expenditure 
on the army m India is only 25 7d , or including the Indian States 
3s 4d as against £8 m Great Britain When related to tho national 
incomes of the countries concernedf namely, £100 per head in 
Great Britain and Es 107 per head m India the incidence of military 
expenditure comes to only 2} per cent of thopcj capita income m India 
These calculations have been made by Sir Walter Lajton but ho 
at the same time takes care to point out that whereas in Great Britain, 
the expenditure on education per head is £2 16s tho corres pondmg 
figure m India is only f?d Tho total expenditure on education 

•See Dcpoit of tlie Jnili-iD St&tntoty Commission, Vol II pp 215 18 
Since then tl e Lntish expenditme his gone np end it is todat 100 p C more 
than what it was in 1D13 if not more 

tNitd Vol 11 Part VIII 
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tton in aH the Piovinco titken toeether wab only about S', 13 croret, 
in 1929 30 and since tlien Utero ha's been but littio inipro\emcnt The 
poMtion will regard to other national •service* i* exactly similar so 
that bulli absolutely and reJati-vely Indus military expenditure is 
Tcrv high 

I have seen in an o£Bcia 1 pamphlet a remark that the proportion 
(if luilitiry expenditure to total expenditure in India is lower today 
than it w\b m 1013 or 1914 During this period it is pointed out 
the peiLQUldge fell from 34 in 1914 to m 19J1* on the basis 
of the net expenditure of the Central and ProvmLval Governmuuts 
taken together The following is the method of calculation — 

1914 1933 34 

hetReveauo* Rs 87crores Rs 174 crotes 

Expenditure on Deloncc 29 44'/» 

Cull Expen huue 58 

I'ui-ia/ww® (/0J4 to iS) 

N ^©t. revenue? merfased 100 per cent 

Expenditure on Defence incrca&ecl 93 

Cull Expenditiiie iDcreesed 133 

PtojxjtUo I vf txpfndtli'Ti. to xrf rettnwa 

19M 1933 34 

£xj)enJitiive on Defence 34 per cent 26 per cent 

CiTil Expenditure 66 74 

Now what do these figures suggest ? Since 1914 the 
strenglli of the army in ludta has been reduced by 2o per cent but 
w<3 And Llvat expenditure ha© gone up by G3 per cent So far as 
the fall ill the ratio of the defence expenditure to the net revenue-* is 
concerned bearing lu inind the reduction in the strength of the 
army the fall is more apparent Uiau real because the troops now 
cost more than they used to lu 1914 Even if we regard the position 
as better than in 1914 we ire still far from what we might consider 
as the optiuiuin budget for India For example the figures do 
not yet prove that the expenditure pei capita on defence bears the 
same relation to the expenditure per captia on such heads for example 
as education health sanitalion etc as it bears in other countries to 
similar heads of expenditure That was indeed the point in Sir 
Walter Lav ton s comparison referred to urthe preceding paragraph 

'face -Some Fads and Figi rts ahout Indtun Dtfence p 21 The j resent 
stiengtli of the army ts also less than that of 1914 
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A perfect equation of the Indian financial system or standard 
expenditure with that prevalent in the progressive countries of the 
West cannot, of course be looked for in the present circumstances 
Our own poverty would bo the most concrete argument against such 
an attempt The total net expenditure of tho Government, Central 
and Provincial m this country comes up to Rs 6-8 per cnjnta in 
British India about a sixth of what Britain spends on education 
alone So even if we spent the whole of 176 crores on education 
alone, Britain would still be spending sue times as much Naturally, 
a real improvement in the economic sitnation of India is to be looted 
for only in an increase m the national income of our country, 
not in any possible reduebon of the military budget that we can 
imagine In tho meantime the Government of India have got to 
recognize that such heads of expenditure as would help to increase 
the national income directly or indirectly should have a better 
claim on tho Finance Department than the demands of the Army 
Department This would, no doubt, seem a heresy to Hts Excellency 
tho Commandcr*m'Chief, and so 1 should immediately qualify my 
statement by saying that nothing should be done as would impair 
the eStcioncy of the army as a fighting proposition and of this 
the Army Department should naturally be the sole judge But subject 
to this qualification it can be stated as I shall prove presently that 
even in the present Army Budget of Rs 45 crores, there is room for 
economy or even a possibility of going back to the pre-War budget 
figure In fact no a pnoii sanctity attaches to any particular 
budget figure we have seen the Defence expenditure reach tho 
figure of 29 crores shoot up to C8 crores drop down again to 45 
crores The Department will have as little justification for saying 
that they cannot reduce the figure of Es 45 crores to any smaller 
level than they would have had for regarding the figure of Rs 68 
crores in 1922-23 as sacrosanct And they have themselves admitted 
that the ordeal of retrenchment has so far been survived without 
serious damage to the efficiency of the defence forces ’ * 

The main point, however, is to approach tho problem from 
an miDiasea angle us accept the proposition of the Army 

Department that the maximum retrenchment has been achieved in the 
existing conditions A good deal is, of course, assumed in the 


•See 


we Facts and Ftqures about Indian Defence ” p 38 
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existing condition- A good deal w ofcoor-e assumed m the pliiuse 
existing coiuhtions The tivo important assumptions thit are 
implied la this phra e arc first that the existing strength of the army 
cannot be maintained ivithoat a budget stabilised botireen Us 50 
to Rs ^ crorcs and that It would be po---iWe secondly to mamtam the 
prc'sent balance between the fighting services ai\d the administralive 
and ancillary «enices at a lower fignro than at least the present 
expenditure "^^ant ot knowledge and experience often make tie 
Ignorant hjiier-cntical It is for instance little known to many 
of those who criticise the army budget that the present -itrength of the 
army is le'-s thin whit it was in 1914 though the expenditure is now 
about 53 per cent higher compared to the pre-War year There has 
been a redaction of 20000 Bntisb Officers and fighting troops on 
the Indian establishment dunug the 20 years «mce 1914 and there 
his been a large redtietion in other ranks «l--o us the following figures 
will show 



m4 


Cavalry l!egim«nt 

4S 

26 

lafastry Battalioas 

141 

143 fictive) 

Arbllery Uattenes ol aU kinds 

ItP 

7SV, 

£ug aeer Couifiiu**;! or Troopi 

23 

29 

isign'tl ITiLiti 

5 

13 

Pioneer Battalions 

12 

2>t! 

Aruioiufd Cm vad Lglit Tank Ooiup-uiies 

8 

Total FigtlUng Sertngth 

2 38 000 

179 000 

Thus not only has there been a 

reduction 

of 20 000 British 

Officers and fighting troops but there has been a 

red notion of 59000 


in the total fighting strength of the army The qaestion then may 
naturally arise a5> to how is it that in spite of this heavy reduction 
of about 25 per cent in the strength of the army the expenditure 
has gone up by about 53 per cent The reason is that, the cost per 
nnit of the fighting troops as well as that of admmistntive and 
ancillary services has gone up phenomenally since the war Thus 
durmg the 20 years 1914-1934, the cost of the fighting ^emces has 
gone up by GO p c that of stores by more than ICO p c This increase 
has been dne to the provision for better equipment of the army to 
keep pace with modem technique and methods of warfare m the 
shape of better stnCf* better arms and ammiimbou and the institution 
of such «emces as the Sigu&l Units and mechanized tnvusport 

Then there is another a«pect of the question 'I'he whole 
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of the expenditure, for instance of Es 4491 crores in 1935-36 
does not represent the real cost of the army For the purpose of 
calculating the real cost of the army we must exclude from the 


above figure the following items 

Air and Naval Defence Rs 252 crores 

Cost ol pensians mclnding War pensions etc , 8*00 „ 

Return to the exchequer in the form of 

income-tax, customs duty nnd other taxes „ *95 , 

Railway Transport charges , 1 00 „ 

Post and Telegraphs , 15 „ 

Printing and Stationery , 13 „ 

Territorial Force „ 22 , 

Cost of certain military schools „ 11 „ 


Total Es 13 08 „ 

Subtracting this sum from the total Army Budget, we are left 
with the figure of Rs 32 crores as the present real cost of the army 
Of this again, the fightmg portion of the army costa only Es 22 crores 

Here wo come face to face with a dilemma If we are to 
retrench, wo will have to fix our attention on this sum of Bs 82 
crores Of this Es 10 crores represent approximately the cost of 
the administrative and ancillary services The Army Department 
state that no further retrenchment is possible, without impaumg 
the essential balance between the fighting troops aud the ancillary 
services So far as the strength of the army is concerned, here also 
we must bo guided by the views of the army authorities, and their 
view certainly is that the present strength of the army cannot be 
reduced any farther What will a lay critic — oven the Piuance 
Department — do in the face of such weighty expression of views ? 

The answer is clear Even if one accepts the views of the 
military authorities either in respect of the military services or 
of the fighting strength of the army, there are still three ways open 
to us by which a substantial economy in the army expenditure can 
be brought about 

lu the first place, since the defence of India is partly an 
Imperial concern we can legitimately ask Great Britain to bear 
a share of its cost Secondly, the Indianization of the army will 
result m a substantial saving Thirdly, we can replace at least the 
Internal Security troops by cheaper fightmg units 

So far as the purpose for which the army in India is maintained 
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i> coticorned, th r>. i-> no tloubt that thf* purpo^r* of Iho annj i>» to 
.1 great crtent IrapenxI It it non i commonplace formtila that 
the piirpo've of the armj in India is the. defence of ludin again«t 
external aggro-iion an 1 the maintenincc of internal peace and 
traiifiudlitj So far as the defence of India agam«* external 
aggre ■.ion is concerned the ncr* has been rcpeatedls expre ^ed that 
the protection of the frontiers of India at any rate for a long time 
to come shonl I not Ik. r«gar>led as a function of the Indian 
(Government in relation to an Indian legislature but a.s a matter 
of ■.upremo concern to the whole Empire which can only bo 
effectively organized and controlled by an Imperial agency ’ 
This was the observation made by tho Simon Commi'sion and we 
need not cite other amhonttes in support of what u now a well 
recognized fact The Field Army with a strength of 60000 is 
clearls and exclusively meant for the defence of the Empire in the 
East for as tho official pabhcation (Some Fnds and Fiffurei nhout 
Indian Defernx ts«uod under tho authority of the Army Secretary) 
makes no secret the foco? of world norcst has shifted eastwards 
and even farther eastwards since tho Great "War and tho Armj in 
India at present occupies the front Un= of resistance to any threat 
to the Empire aa a whole 

As regards the question of maintauiing such a large army of 
a strength of 70 000 for the pre<ervation of internal peace and 
secant} we might refer to tho opinion of the Indian (7entral 
Committee sitting with the Simon Commisnon that the problem 
of s.uppres’.ing rebellions and local disorders has been greatly 
simplified by the advent of the aeroplane and armonred cam 
Besides the question should be eenously lavestigatecl if it is not 
possible to replace the Internal Sccunty Troops by a cheaper 
form of organization even though it be a little le^s efficient as for 
instance tho Bomimons have done or by raising local militias to 
snpplenjeQt the wort of the armed police as well as the ordinary 
police Secondly by replacing Bntish 5>oldieri by Indian «oldiDrs 
a substantial redaction is cost may be brought about 

A few words maj he«aid on the question of cost So far as 
the fighting umts are concerned the total cost comes to Rs 22 crores 
of which Rs 13 crores represent the cost of the British units Tlie 
co't of a Bntish soldier js Rs 650 a year including pay and 
allowances while that of the Indian Sepo} is only Rs 28o or nearly 
oS 
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a third of that of a British soldier The differences m the case of 
tho officers are not so marked Officers holding the King’s Com- 
mission get the same pay whatever be the nationality, though officers 
trained at the Indian Military Academy would get lower rates 
of pay The full effects of this redaction are j et to bo experienced 
before any calculation can be made It has however, been estimated 
that if the entire British personnel could bo replaced by Indian 
personnel not only in tho British units but also in the Indian 
units the savings would ammount to Rs 9 crores a year This, 
together with other incidental savings and economy in other 
directions — for example the abolition of tho Indian Medical Service 
which is an entirely superfluous and excessively costly organization 
as it stands— would bring up the savings to more than Es 10 crores 
The cessation of the War pensions will sooner or later relieve 
tho budget of three to four crores of rupees everv year Of course 
it would not be possible to replace tho entire British personnel of 
the army by Indian officers end other ranks either immediately 
or even remotely, if the Imperial aspect is kept in view If half 
tho personnel is Indianized tho savings would amount to at least 
Rs 4 crores This estimate is based upon the following figures 
According to the current Defence Estimates, the cost of an Indian , 
Cavalry Regiment 13 about Rs 707 lakhs and that of an Infantrj 
battalion Es 66 lakhs The five Bntish Cavalry Regiments cost 
Rs 77 65 lakhs while the same number of Indian Cavalry Regiments 
cost Rs 35 35 lakhs If therefore tho British Regiments are 
completely replaced by Indian Regiments tho savings would be 
Ro 4220 lakhs Again the 45 British Infantry Battalions would 
cost about Rs 7 48 crores while tho same number of Indian Infantry 
Battalions would cost about Rs 2^ crores Tho complete subs 
titution of Bntish Battalions by Indian Battalions would therefore 
result m a saving of Rs 4 64 crores The total savings duo fo tho 
replacement of Bntish Cavalry Regiments as well as Infantry 
Battalions would therefore be Rs 8j crores If corresponding 
savings could be similarly secured m other units of tho army tho 
total savings would amount to Es 9 crores Half of this is Es 

crores 

Now, the proposals that I have already made would work 
out something like this Let tho Internal Security Troops bo 
reduced to four Indian Cavalry Regiments four British Infantry 
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Battalion* , so far as the Field Army is concerned Jet u* instead 
of demaiidinff tliat it'- entire cost should devoho on the Imperial 
exchequer agree, as a practical proposition, to bear at least half 
its cost also instead of askliVB Great Britain to bear a share of 
the cost of the. Co-verine Troops let us aerree that India should bear 
the whole cost of the troops as they are perhaps, releasing: a part 
of It for internal .sfcantj piirpo'-cs> In otlier words, let the future 
strength of the Indian Army is so far as its cost will tall on the Indian 
reveniii.s be compo'-cd as follons 


Cavalrj 

Infantrj Battalion* 
hrUlkii Bdltuics 
Engmesi Comi'ame* 
Annouxed Cat Conn aa.es 
It A F 


17 

82 

■42 

22 

2 


tall Indian) 
(all luUian) 


From calculations raadc it would appear that the total satirgs 
would oomo up to about Rs 12J crores Tliero would bo a sasing of 
another R'i 5 croros in the Administrative and other Services (eitclud- 
ine the savings duo to tlio abolition of the Indian Medical Service) 
In fact tho proposals made above, modest as they arc, would mean a 
total saving of Rs 18 crorcs which, if effected, would bring down tho 
Army Budget to R« ‘i? crures, and with tho cessation of the War 
pensions, the Budget would bo easily brought down to Rs 25 crores 
without any lo<s whatever in the fighting efficiency of tho army In a 
total Budget oi Rs 175 crorcs. Central and Provincial, this would 
reprc^icnt about 14 3 per cent of tho total revouues Tins, then, is the 
way out 


To ask Great, Bntam to hear, instead of lialf of the cost of the 
Field Army, as proposed above, the whole of it would neither bo 
fantastic nor unprecedeiitcil lu this connection, wo cannot do better 
than close our arguments by refemng to a remarkable speech 
delivered by Sir Sivaswamj- lyor m the Legislative Assembly on 
February 18, 1914 Sir SnasTvamy is one o! tho fow non offioial 
experts” iii this country who can speak with considerable authority 
on tho army question Says ho 

But ivith regard to Ibe prolileni of the .iimy, 1 have only to observe this 
that so fat as my teadmg of colonial histoty goes, none d 1 the colonies was in a 

I*o=!ition to assume its defence «t the hm« when a self goveiuiug btatusvias 
granted to it For manyjears the lolonies were not even able to pay for their 
defence It was the Eome GoTemmeat that had to contribote towards the 
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militarj expenditure of the colonics. We on the other hand 1 avc from the 
hogmninj; paid for our army Wo have not merely pail for our army but 
wo liave raised our troops Wo have raised and maintained our InU an troops 
and wo have also maintained the British troops and paid for them We have 
gone further than the colonies have done in the matter of undertaking our 
defence No doubt Sir Malcolm Ilailey is right m ssjing that full dominion 
self government implies the capacitj to undertake the defence not merely 
by paying for it hut also bj undertakinfr its officering and administration But 
that was not a condition which was insisted upon in the case of an> of the 
colonies So far as defence against internal disturbances w as concerned that 
no doubt was a condition which was pointed out to tho colonies as essential 
some jears after they were granted their self governing status Butsofaras 
defence against external aggression was concerned 1 am not aware that the 
d ity has been laid upon them even now As regards naval defence tho obliga- 
tion has not been laid upon them 


^4 

NATIONAL EXrENDlTORE (rltOTlNCES) 

In order to arnvo at a correct estimate of tho national cx 
pondituro of India it would be necessary to treat India as a whole 
and to inclnde in tho term ‘ National ExpendilUTc ’ tho expenditure at 
the Centre as well as in the Provinces Taken by itself Central 
Expenditure would give us an entirely wrong idea of the expenditure 
out of public funds on the social semces Such expenditure is 
mainly charged to the provinces so that in order to get an accurate 
estimate of the real nature of public oxpcndituro in India wo must 
include the Provincial Budgets along with the Central Budget m tho 
Indian scheme of public expenditure In the following table the 
growth of public revenues both Centra! and Provincial is presented 
as a whole in crorcs of rupees 


Year 

1921 22 

1922 23 
1923-24 

1925 26 
1926.'»7 

1927 28 

1928 29 
1939-40 


TABLE 


Ceutral Bevenuea Provincial Bevcnucs Total 

74 89 70 43 145 52 

83 91 75 74 159 65 

8920 78 85 16805 

94l>4 8125 nbVi 

91-83 87 51 179 34 

9022 86 43 176 65 

82 9j 9329 176 24 

8543 9149 176-92 

8215 7493 15707 
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A'' (he ('ro\%th of pviWio cxpcrwlvtuio hotb ccnti^l and 

prov mcial the followinp table will reveal the position 

TABI^E 

Yell Cential rtxpemlituia Froxmetjl Exioiiftit lie Tot.il 

17212:: 102 M 7916 18170 

1922 23 9393 7723 17616 

1923-24 8681 7609 16290 

1924 25 S«96. 7341 167 37 

1925 26 8852 8589 174 41 

1926-27 87 26 9017 177 43 

1927 28 8516 9150 176 66 

19ffl 29 86 19 93 91 179 40 

1939 10 8265 7673 139 58 

The picture as rerealed above is not vcr> Jiappy Oojifininp 
our attention for the time beinff to the Governors’ provinocs (ei- 
cftptmgN "WFP And Burma) we find that tlio gross provincial 
revenues increased from 42.68 lakhs m 1912-18 to Rv 70 62 lakhs 
in 1921-22 or by 65 8 per cent during Uio period In 1930-31 the 
provincial leveniips amounted to Bs "0,25 lakhs, so that compan-d 
to 1921-22, the increase was httle over G per cent The revonuos 
were, however, not equally distributed among the dificrent provinces 
Thus, Mr Layton calculated m 1927-28 that Bombay had a roveniio 
of Rs 7 240 pcj head of the population, the Punjab Rg 6 828 Madras 
Es 40l7» Central Provinces Hs 3881, As&am Rs 0 643, United 
Provinces K*. 2830, Bengal Rs 2310 and Bihar and Onssa Rs 16S4 
In other words, the richest province from the revenue point of 
view has an income which is four and a half tunes as much as the 
income ol t'iie poorest provinre Tins disciepancy in fhe revenue posi- 
tion is reflected in the eipenditnte per head of the population, in tho 
different provinces Withm the limits of such expenditure, poor as 
they were, the cost of the nation-haildmg services had to bo 
found 

The table given overleaf, also prepared by Mr Layton will 
show the position in 1929-30 



Expcnditu) e pel head of population acanding to 1929-30 Budget estimates {in mpees ) 
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•Report of the Indian Statutory Commission, (1930) VoL H, Port VIII 
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tho Civil AdmimstrAtion there is considerable room for bavings 
It 13 not possible to make an exact estimate of tho savings that may 
bo possible without a sifting enquiry into the working of all tho 
departments In 1922 the Inchoape Committee had recommended a 
curtailment of expenditure amounting to about 18 croros of rupees 
a great part of which has not yet been implemented Actually tho 
expenditure a3 already noticed has gono up since that year both at 
tho Centro and in tho Provinces in spite of tho fact that tho national 
income has gono down during tho penod even when it is corrocted 
by tho fall in tho general pneo level 

Turning to the provinces thero has never been any systematic 
attempt to rationalize public oxpendituro with a view to elimi 
natmg all itoms of wasteful or unprodoctivo expenditure It is well 
known how the postrWar prosperity was immediately counter 
balanced in some provinces by a big increase m the salary rates 
This has boon particularly evident m Bengal where tho revision of 
tho salary rates more than counter balanced tho increased spending 
power which tho Moston Commibtoo had ostimatcd that provinco 
would receive under tho now finaucial settlement Ono conacquonco 
of this wa? that in point of expenditure on tho transferred 
services Bengal compared very unfavourably with that of tho 
other major provinces Thus dunng the years 1922 23 and 
1929 30 tho experdituro on transferred services increased by 86 per 
cent m Madras 82 per cent in tho Punjab 30 per cent in tho United 
Provinces 25 per cent in Bombay and only 14 per cent in Bengal '' 
During tho same penod Madras increased her expenditure on 
Education by 83 per cent and that on Medical Belief end Public 
Health by 116 per cent the Punjab by 78 per cent and 94 per cent 
respectively tho United Provinces by 47 and 67 per cent 
Bombay by 23 and 43 per cent while Bengal increased her oxpondi 
turo by only 21 and 24 per cent respectively No doubt Bengal has 
since then made gallant attempts to cut down her expenditure But 
this has never been done on a systematic and comprehensive basis 
It must however bo made clear that economy does not always moan 
retrenchment Economy applied to public expenditure means 
a wise husbanding of resources so that as Mr Manu Subedar 
stated in a recent speech at tho Patna University ono rupee can do 
tho work of five rupees He pointed out that high salaries did not 
*lteport of tlie India?! .y/atiifeny CofnmtMion (1930) VoL II p 231 
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a!wij«. mean high cffinieney It niAy fnrtlierbeaildeil that the pathetic 
faith in the omniscienco nf foreign experts should be replaced bv 
1 healthy confidence in the abilities of our own coiiutrymeii 

s & 

FIBIJC DEBT 

Tt IS not my intention to attempt any ambitious analysis of the 
Public nebt, of Iruiia Other and more capable authorities have 
done this before anti have in adilihon tried to apportion that part 
of the debt which should properly belong to India the remainder 
being chargeable to the ImpenaJ CTOvemnient Thus Professor K T 
Shah ealcnlated that ot all the inferest-heanng obligations of the 
(roveniinent of India amonnting to Ps 1212 crores in 1921-22 
a sum of K» S'io CTorF*!5 sbonld bo legitimately charged to 
the Imperial Government leaving the reel obUgations of India 
at Rs 387 crores It may be remembered that the Committee on 
Financial Obligations appointed bj the Indian National Congress 
in 1931 amved at a similar figare in their estimate of the legitimate 
obligations of India As regards the debts of the East India 
Company charged to the Government of India, Mr James WiLon 
Finance Member of the Government of India estimated the legacy 
It 4 9T6omilhon3 in 1858 This €gnie however, did not include, 
certain other items which India had to pay and for which credit 
should have been tahen at the time when the adjustments were made 
The net result would have been if these adjustments had been 
made, that the year 1858 would have clo'^ed with a credit balance 
for Indiu amounting to € 27 o millions as against a debit balance 
estimated by Mr James Wilson amountinir to € 9785 millions’ 
Without going into the details of these figures one can certainly 
suggeit that there is a pninu facte ca«'a for a thorough, impartial and 
authoritative revision of the burden of India s public debt. Any 
loTois or liabihties that have been incurred in Indian interests must 
be hononred by this country , but this figure can be obtained only 
after a careful adjustment of claims and counter-claims which can 
ohlr be done by a competent but independent committee acting m a 
qua«i judicial capacity 

What 1 am concerned with m this section is tho fact that 
having regard to the insufficiency of the revennes both at tho Centre 
and in the Provinces a part of the increased expenditure that planning 
69 
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contemplates must bo found by borrowing An adjustment of India’s 
public debts would facilitate such borrowing operations Planning 
implies a very much accelerated pace of development which the 
normal growth of revenue can hardly be expected to provide for 
Most of the borrowings that tho planning authorities will have to 
recommend will bo for productive purposes In other words such 
borrowings would automatically create the assets out of which the 
repayment of the loans would bo possible The revenues would of 
course have to bear tho burden of paying tho interest charges 
Loans would be required for financing rural development, agncultural 
improvement, power installation, development of communications, 
extension of irrigation and a host of other developmental schemes 
that must form a fundamental part of any scheme of economic 
reconstruction Some of the loans might not be directly productive, 
as for instance, loans raised to finance primary education or tho 
repayment of accumulated or ancestral debts by the cultivators 
But even then such loans undoubtedly help to increase the productive 
capacity of the nation in an indirect manner 

So fiir as the expendituro of a recurrent nature on tho unpro- 
ductive but nation-buildmg services is concerned, the principle of 
meeting the coat of such services out of current revenues should be 
generally followed Thus, t have estimated in an earlier chapter* that 
the total cost of introducing free and compulsory primary education 
in British India is likely to approximate to Rs 30 cror*s It should 
bo possible to meet this cost partly by retrenchment of existmg 
expenditure in order to release tho funds for financing the introduc- 
tion of primary education and partly by increased taxation So far as 
retrenchment of expenditure is concerned I have already made 
calculations to show that a substantial reduction is possible in 
military expenditure The same is trae of civil expenditure if a 
general revision of tho scales of salary is undertaken immediately, 
though it will he some years before tho full effects of such savings 
become apparent I have already argued elsewhere that the aim of the 
planning authonty should be to bring about immediately an increase 
in pnVnc expenditure by Wiper cent In public expenditure. 

Central as well as Provincial, amounted to about Rs 160 crores 
(net) As increase of 50 per cent on this expenditure means that wo 
should have to find an additional sum of Rs 80 crorcs Actually, there 
•See ante Chapter X\ I ^2 
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wuulil a 'ju'j'jtdiilia! rLiluUion m the present expomlsturc of Ils 100 
crofts if Ibo cost of the Indian administration intludinp military ex- 
penditure were reduced on the lines fcaggeslccJ above The reduction 
in cxpemUtuce would partly if not wholly he swallowed up m tho 
bcrcicc of loans to he raised for financing the schemes of national 
development appro^c'l by iLe planning authorities A-ssuming, thou, 
that the tjtal public expenditure is increased to Its 240 erores it 
bliould he the duty of the planning anthonty to find the ways and 
means for raising this extra bum of Us bO erores Tliib sum should 
have to bo raisf d by intr« ai-cd taxation It may be recalled that tho 
expenditure of th< fyovernmont of Indu alone increased hy about 
Its 5b erores during the period 1&14 18 It can aho he noted that 
while increasing recourse to exase, duties and revision of the income 
tax Fchedulo would put the Central Oovormnent in po'SCbSion of 
additional funds the provinces would benefit by an increased 
allocation under income tax while tho additional bourccs of revenue 
granted to Uio provinces under tho Act of 1935 mieht further help 
them to augment their revenues m order to pros ule for an increased 
csponditurc 

A» regards tho amount of the loan that would be necessary 
to rai ‘0 in ord' r to finance the developmental project's rf tho 
Economic Plan it has alrealy been pointed out that tlio recorw' 
truction of the village alone would luquiro asstsUiiico to the extent 
of at least Uh 700 erores It would not be necessary to rausf' 
this loan all at once It might be raised at tho rate of a certain 
proportion every jear spread over, say, a period of ten ycarb 
It would have to bo a Iong-<latcd loan The other loans which 
would bo of a btnaller amount might have a shorter currency but 
m any ea-,o a euncncy of not lets than 20 years fo that the service 
of tho loans might not involve a hca-vy burden on tho annual 
rc\ enues 

ainvciTh vitVie VoBms'iu^jc-rateib Faggeb'teiin t’ne paragrap'ns 
above would seem to be prohibitue to many A loan of Es 700 
erores is indeed a colo'i‘*al harden But tho task is al'o colossal 
Ihase alreadj mentiored that other countries have not hesitated 
to borrow huge sums of mon«^ for national reconstniction No 
figure should indeed ho regarded as prohihituo if arrangements 
could ho made for tho Fcrvice of the loaQ<> out of current reieiiue 
Dolt we must remember, is but one etde of a transaction of 
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wHicb credit is the other If India has credit, she need not be 
afraid of raising large loans for tho financing of a programme of 
reconstmction It is quite possible that all the money required 
might not be raided in India "While every effort •should be made 
to raise the money vithin the country, there is no harm in tapping 
foreign marhets or seeking the financial Bs<ustance of foreign 
countries provided it is not given or sought at too exorbitant 
a price In fact, if a proper re adjustment of Indian external debts 
IS made as a result of an impartial enquiry it is quite likely that 
a loan of Es 700 crores would not involve any additional burden 
on the finances of India over the burden to which she is at present 
already subject 
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%1 

UTEPJCl IN INTrli 

This vAome ha o far been concerned mih irhat oav be 
term"d the matenil aspects of plansing In a prenotia chapter 
a bni^f reference has no donbt been made to the moral aspect of 
planning* It indicated tn that chapter that both the initia*'ion 
and the esecntion of the plan depend npon the taorol s-opport of the 
people This mrolres the edncatiOD of the public becan_e without 
knowledge the moral enpport of the people will lack it real basis 
Knowledge is Power It is with knowledge that man tranrfonns 
hature red in tooth and claw into his faithfnl eerrant and ally 
Planning reqtiires the hame* log of the force?, of ^atnlre to nan’s 
tLe but nature has no remorse and stntes down the man who i» 
powerles because of his ignorance In fact the firs*- problem that 
muf* be faced in any effort a* national reconstruction is the problem 
of removing the dead weight of ignorance that crushes the spmt 
of progrt B 

The vast illiteracy of India is a common «tDC.k m trade with 
Indian economists and politicians Repetition of well known facts 
often blrmts their edge and the hnge iDiteraey of the Tndian ma£«e« 
IS accepted as an inescapable Riwirf The mc^t dangerous, part 
of the eitnafion ls the spirit of complacence with which this s^ate 
of things i? tolerated One seems as if one is almost reconciled 
with the sitnation hiothing can be more prejudicial to the urge 
for progre s than this «pint of helpless fatalism 


•Chapter IT S 5 
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Tho Census of India (1931) tells ns that of tlio total population 
aged 5 years and oaer. about Oopercent aro bteratc, that is about 
93 out of a 1000 can somehow wnto a letter and read tho answer 
to it Tins percentage is a slight improvement over the figures of 
lOil wlion literacy was onlj 8 2 per cent- Tho following table gives 
tho percentage figures of literacy for each proMiico 

TABLE 

Ao per HiiUe irfto are Amid oitr) 

ProviDce. Persons Vales Females 

Assam 93 156 22 

Benijal 111 182 33 

Bihar & Onssa 53 93 8 

Bombay including Smd 103 176 31 

C P & Berar 66 121 12 

lladras 103 185 30 

N 37 F r 49 80 12 

Pumat 63 100 17 

United Provinces 55 94 U 

The above figures refer onlj to British Indian Provinces Tho highest 
percentage of literacy has not, however been found m a British 
Indian Province It is the state of Cochin which shows the highest 
percentage of litemcv being 400 per millc for males and 220 per 
miUo for females The state of Travancore comes very near to 
Cochin with 403 per mille for males and 1G8 per mille for females 
Burma is at present separated from India, for which reason wo ha3 o 
not included the figures for that country in the above table But 
m 1931 Bnnna was part of India and she had, in fact, the distinction 
of having had the highest percentage of literates in all India with 560 
per mills (males) and 165 (female's) Tho distinction, however, is a 
relative one Judgmg by the standard of literacy obtammg in the 
Western countries e\en Burma should be reckoned as a backward 
country not to ''peak of tho other Provinces of British India. 

The above figures refer only to literacy If wo turn to literacy 
m English we find that the fignre for all India is i*12 per cent for 
males (aged 5 and over) and 23 for females Amongst the Hindu" 
the literacy in English is 201 per cent among males and 16 among 
females the corresponding figures for tho Muslims being 1 64 males 
and ll females 

The figures relating to literacy m Englieh arc important from 
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two points of \iewr It is tho Indians educated m English who e 
been the leaders, of the progresbue mo-veroent in India m different 
directions It is agam theso clas‘«es who have been respousihlo for 
laying- the cultural foundation of Indian unity Whatever success 
the recent movement for establishing- a national lancuage for India 
may anhiere in the near fntnre, it is evident that for a long timo to 
come It IS the people who have received their education in English 
and have had access to western thought and culture who will 
continue to interpret India to the rest of the world and bring bach 
the message of progress and ad\aacemeot to the ignorant ma'^ses 
of India The cultural backwardness of India and the insignificant 
literacy in English are perhaps integral facts without ourselves 
being eon'cious of it m an adequate degree 

m 67 or,\ ov EPPCATiO'i d ikiwa 

The subject of education may be discussed with rofereuce to 
the three well-knowu stages of education, namely primary, 
secondarj' and ‘niiiversily educution Where such a large percentage 
of the people are lUitoraie as tu India the quevtiou of education 
resolves itself, furiber. into the edncation of the child and the 
educatign of the literate adult Before, however, we discuss these 
three stages of education «eparately, it may be convenient to 
stop for a while for a brief history of education in tbis country 

In the ancient times up to the advent of the British in this 
country, we hare indisputable evidence of the wide prevalence of 
of education and culUire in India In the Vedio period we had 
instances of Hindu women discoarsing on the highest systems of 
thought aud philosophy and religion Up to the nineteenth century, 
however, the traditions of education received a setback, partly 
on aecount of the political msecucity that provailed in the 
t.twa'irs wti. 'swi'diy iy& TtcwscBJi. oi tif oci'LCa'es Ttie 

begining of that century found education at a very low ebb 
There were hirdly any printed books, either m the classical 
languages or m the current languages of India, and westera educa- 
tion had not yet been introduced There were village schools which 
were self supporting but conducting an inadequate system of 
teaching and iinablo in any case to cop© with more than a fraction 
of the vast child popnKhon Edacation for girls was yet to be 
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taken in hand British efforts for the re organization of the edn- 
cationil system began at Caicntta "Warroti Hastings had purchased 
a site for a Mahoinedan college m 1781 and assisted Sir ‘William 
Jones to found the Asiatic Society of Bengal A Sanskrit College 
was established m 1792 at Benares A clause wa® inserted in the 
Charter Act of 1813 which provided that the Govcrnor-Genoral-in- 
Council should set apart ‘a sum of not less than one lac of rupees 
in each year” for the encouragement of education in Bntish India 
This was followed by the famous controversy about the medium 
through which the education was to bo imparted There were 
two schools of thought on the subject One school, called the 
Orientalists threw their weight in favour of classical oduca 
tion through the medium of the Indian languages , the other school 
known as the Anglicists, urged the introduction ot Western culture 
to be made available through the teaching of English It was 
ultimately Lord Macaulay’s famous Minute on Education of 1835 that 
decided the is^ue m favour of English education But before the 
year there had been already forces at work, represented by the great 
Indian Hefortner Raja Bam Mohun Roy, David Hare and 
such missionanes of hallowed memory as Alexander Duff, who 
had already laid the foundation for the introduction of the English 
system of education Henceforth higher education in India was 
definitely linked with the English language Sir Charles Wood’s 
Educational Despatch of 1854 added a new chapter , it imposed upon 
the Government of India the duty of creating a properly articulated 
system of education from the pnmary school to the TJuniversity, 
and the years following witnessed the establishment of Departments 
of Public Instruction in all the Provinces and the establishment of 
the Universities of Calcutta Madras and Bombay With the passing 
of the Government of India Act in 1919, the responsibility for pro- 
moting education in the Provinces was transferred to popular 
Ministers responsible to a largely elected legislature The Government 
of India have, however, continued to exercise their influence on the 
educational idea® of the country Though thoir share of responsibility 
for meeting the educational needs of the country is no longer direct, 
they have by indirect means assisted the efforts of the Provinces 
for educational advancement that is to say, by a system of grants 
to schools and universities, by promoting research and by encourag- 
ing consultations among the Provincial Governments on matters 
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of eduo.attonfLl policy Tho establwhmeat of the Inter-Universities 
Board of Ediicition foi insUnoo, his provided a universal clearinc 
house for tho ulcis and cxporioncos of tho different Provinces 

Ifc has been remarked in the precedmg paragraph that the Act 
of 1813 had a clause under -whioh the Governor-General in-CouociI 
•was ashed to set apart a sum of not less than ono lakh of rupees in 
each sear for the cncotiragomcnt of edncation in British India 
A oeiitnry later, wo find tho total e-^pcnditurc on primary education 
alone to be Bs 207 crorcs per annnni In 1627, tho figure 
increased to H’ G Oo crorei Though tho size of tins oxpenditnro may 
at first glanco seem to bo quito large and the rats of progress quite 
npid, from tho compar\ti\o point of view the progress achieved is 
still hopelessly insufficient In 1927, tlie total expenditure on primary 
education worked out at Rs 6 por year per head of the school-going 
population of British India Tho total expenditure on recognized 
institutions from Government funds came up to Ee 13 18,10, 14S in 
1928-26 out of a total espenditure from all eourcee of Es 27, 07,32, 2S3 

§3 

PKDIART EDUCATION 

From tho national point of view, tho mest important stage of 
education is the primary stage The subject has already been dia 
cussed in rslation to village re organizatien In this section, the 
problem will bo dtsetused in its broader aspects, as part of a national 
schema ol odueation AVc have already seen that in almost all advanced 
countries their Uoi ernments havo laid great stress on pnmary and 
secondary ediieattnn most of them making such education com- 
pulsory Again in most ot the countries, the scheme of education 
IS related to the question of employment, particularly of a vocational 
type Turning now to the conditions of India, wo find that according 
to tho Census of 1931 there were 34 million boys between the ages of 
5 and 10 In the same year the total number of ptipils m the primary 
elasse^i of tho boys’ schools was 7 millions, so that about one-thinl 
of tho boys ivlio ought to have attended tho primary schools were 
actually doing so Even those that havo been receiving educa- 
tion have not all been able to rotam jts benefits One of the most 
distressing features of pnmary educahon in India is the largo ivastago 
and stagnation that occurs in tho higher classes of the primary 
stage Tho following figorcs token from the Report of the Hartog 
60 
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Committee of 1921 will lUnstrato tho tremendous wastage that 
occurs as tho lower stages are passed for the higher classes of the 
primary schools Thus, of the 3,453016 persons who entered class I 
m schools of British India m 1922 23 only 655.101 reached 
class IV in 1925-26 In the case of girls, the corresponding 
figures which wero 533,878 m dass I and 56,704 in class IV show 
an oven more conspicuous waste of money and effort For British 
India as a whole, taking boys and girls together, out of every 100 
pupils who were in class I in 1922-23, only 19 were able to reach 
class IV in 1925-26 In 1928-29 there were in British India 171 386 
primary schools for boys and 30,302 for girls The total number of 
boys receiving education in these schools wab 7,88,619 and the total 
number of girls, 1,132,972 

It IS to bo noted that all the Provinces do not record the same 
rate or degree of progress In some of the Provinces for example, 
the point of saturation has been reached This is the case in Madras, 
Bombay, Bengal and the United Provinces In tho other Provinces 
only a small percentage of the children of school-going age are 
actually attending the school In tho figures that have been quoted 
abovo, wo have taken the age group 6 to 10 because that is tho ago 
within which the pnmary stage of education is completed If we 
took a higher age limit than 10, as wb should do from tho precedence 
set up by other countries, the percentage of pupils receiving edu- 
cation would be still lower There have recently been some attempts 
in one or two Provinces to make pnmary education compulsory 
and free Bub tho extent of compulsion is limited and tho ago limit 
aimed at is low One of the resnlts of a low age limit is that tho 
education is largely wasted Even a child who has passed through 
all the four or five classes of tho primary school relapses into illi- 
teracy within a few years of his passing out The want of continua- 
tion schools or compulsory vocational classes contnbutes to this 
tendency of a relapse to illiteracy The large percentage of the pupils 
who attend the lowermost classes of tho primary schools is due to tho 
fact that, as the Royal Commission on Indian Agriculture remarked, 
the parent too often regards the primary school as a creche Tho 
reason why there are so few pupils at the top is that as soon as tho 
child attains an age sufficient for him to bo utilised m tho 
fields or in tho factories, ho is taken away from tho school 
Tho Commission rightly observed that “Tho progressive adoption 
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of tUo compulsory sjstcia IS tlio ouly means by ^\lllcll may bo over- 
come tlio iuu\ tlliiiffucss oi pnrciUb lo eond tJieir children to school 
tuicl to keep them thcro till literacy is attained’ Tlio provision 
of sufflcioiitlj tr lined teachers must, of course, preccilo tlic onforcc- 
munt of compidsorj school attcndonco It will not bo an cxairgera- 
tion to say that in many cases, as matters stand novv the leachors 
tUorcisoUcs rcquiro tc-u-liuiR Of course, it is no nsa blaming tlio 
toicliors, foi at tlio unces that are oflcrttl to them — ubuuL Es 10/15 
on tho fiveraco — ono could not expect n better state of things If 
the educational anthonties wore to attnict tho right typo of men and 
women for luidcrtiiLing the very rcsponsiblo work of educating tho 
children, they must bo olVtroii a schIo of wages that would sulTito 
to atlrvct thy lyciiivsito taloat for tho purpose Tins, of course, 
mvolvos a licavy expoiuUliuo for tho country as a wliolc It is not 
pysaiblo to say how this oxponJituio can bo flvoulcil if the pcrcontngo 
of litorauy IS tu approucli anything liko (ho staiulanl attained iii tlio 
Wcstoi'ii countries Wo can only say that a good tcaclior in India 
could bo available) at a miicli less cost than in those countries To 
that extent there t& the ivdvanlftBo of inlroducinB a comparatively 
cheaper eystem of education 

There is cwvotlicr dofcct to bo remedied in devising a well- 
thought out schomo of primary education As tho Z.vkir Ilu^vin 
Comrmttco liavo stated ‘Woderii educational thought is practically 
unflnimotts m commonding tho idea of educating children through 
some suitable) form of proiliiclivo work This method is conbidorod 
to bo the most ofToclivo approach to tho problom of providing an 
integral all-sided education Psychologically, it is dn.sirablo, bccauso 
it roliovcs the cliikl from tho tyranny of n pitrnlv acadoimc and 
tlicoroticftl instruction against which its activo nature is always 
making a healthy protest It balances tho intellectual and practical 
limits of cxpcnonco. and may bo modo an mstriimont of educating 
the body ami the inuid in co-oidination Socially considered, 

tho introduction of sucli practical produclivo work in education, to 
bo participated m by all tho children of the luition, will tend to break 
down tho existing bamors of projudico between manual and intel- 
lectual vv orkers harmful nliko for both Econonucally consi- 

dered earned out intcligcntly and offioiontly, tho suhemo will 
mcrea^o tlio productive capacity of all workers and will also enable 
thorn to utilise thoir leisure advantageously From tho strictly 
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educational point of view greater concretcmcss and reality can bo 
given to tlio knowledge acquired by children by making some 
significant craft the basis of education Hio Zal ir Husain report 
would bo discussed in detail m the next section Suffice hero to say 
that tho Report has drawn attention to an important deficiency of 
the existing system It is based on modern educational practice 
developed after years of research m tho advanced countries Those 
who have the responsibility of ordering tho complete educational 
scliomo for the country will have to take note of tho principles on 
which the Zakir Husain Committee have worked 

§4 

THE WACDIIA SCUCUE 

The Zakir Husain Scheme first took shape at tho All India 
National Education Conference winch was 1 old at Navabl arat 
Vidjalaya "Wardha ontho2^nd and 23rd October 1937 under tho 
presidentship of Mahatma Gandhi on tho occasion of tl o Silver 
Jubilee celebrations of tho Marwan Education Society It is 
accordingly referred is as tho Wardha Schorop The basis of tho 
scheme had already been postulated by Mahatma Gandhi in a number 
of articles published m the In one such article Mahatma 
Gandhi laid down his educational propositions m the following 
words — 

(1) Primary education extending over a ponod of 7 years or 
longer and covering all the subjects up to the matriculation standard 
except English plus a -vocation used as tho vehicle for drawing out 
the minds of boys and girls in all departments of knowledge should 
tal e tho place of what passes today under tho name of Primary 
Middle and High School Education 

(2) Such education taken as a whole can must be self 
supporting in fact self support is the acid test of its reality * 

In a previous article Mahatma Gandhi liad explained his idea 
m the following words — 

Taken as a whole a vocation or vocations are tho best medium 
for the all round development of a boy or a girl and therefore all 
sjllabus should be woven round vocational training 

Primary education thus conceived as a whole is bound to bo 

‘Ilai tjan October 2 1037 
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elf suppnrtinn e%en thoviph for tlie fiibt or CTcn the ‘-ccond ^ear-' 
coiixsR It maj not to wholly * 

In the article from which the %hore quotation has been taken 
Gandhiji mpJe It clear that the penoH of 7 \cars «nrige«(ei bj him 
for pnmarj e location was not an inlopnl part of hiv plan and that 
it was jU't po sible that more timo laoold be icqiiiretl to reach tlio 
mtellec-tnal lerel aimed at by him It moj bo noted hero that 
Gandhiji o conception of pnmarj edncation takes it to the level of 
the pre ent matneialation le&a English T He calls the present scherao 
of primary c lucation a snare on I a delusion Before tho Warilba 
Scheme was adiunbratcd Gandhiji s scheme of education was known 
ns the bhesaon Method An osposiUon grivtii of tho scheme m 
the Hnujan of the 4th December 1937 explains that the 
metKod istho apphcation of the Uw of non violence VO the training 
of tho child aa a prospective citizen of the world Tho writer chims 
to have snmmcd up tlic method in the beautiful but rather vapno 
phra'c — from the hand and the senses to tho brain and the heart 
and from the «chool to the society and God Translated in praotionl 
terms the method impLcs the teaching of what is called the Basic 
Covirso which must include a good knowledge of tho mother 
tongue a vocation acqaaintanco with its hleratiire a woikinfr 
knowledge of tho national laognage of India a general knowledge 
of such subjects as mathematics history geograpij physical and 
social sDiencev drawing mu-ic dnJl sport" gymnastics etc as well 
eis of a vocation to a degree which should enable an average student 
to start a modest career and n zealous and bright "tudeiil if he will 
to take up a course of higher general or vocational trainmg Tho 
"-chool mu'it be self supporting each pupil earning at least a wage 
of half an Anna per how for 3 boors work every day for nine 
months m the year the test of the efficiency of a SLegaoii "chool 
being determined by tho fact whether with an average of 2ij pupils 
per clast, and 8 or 9 membere of the rtaff enjoying a minimum 
salary of Es 20 or R So per mouth it is able to earn the annual 
calanes of the staff from tho prodacts mamifactured in the school 
For the present however the "chool wages should be gnaranteed 
b} tho State the rate of tho wages being mainly related to the rates 
described by the All ludm Spinners Association and the .iHl India 
’tianj 1 1 September IS 1937 
tTlaryaii Jalj 13 1037 
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Village Industries Association Finaliy, it is claimed that the 
principles of tho Shegaon Method could he applied, -with appro- 
priate changes, also to higher stages of education 

This method was further elaborated by Mahatma Gandhi in 
the form of a number of propositions which he submitted to the 
tVardha Conference The propositions are as follows — 

1 The present system of edncation does not meet the reqnirements 
of the country in any shape or form English, having been 
made the medium of instmction in all the higher branches of 
learning, has created a permanent bar betn een the highly educated 
few and the uneducated many It has prevented knowledge from 
percolating to the masses. The excessive importance given to 
Lngbsh has cast upon the educated class a burden which has maimed 
them mentally for life and made them strangers m their own 
land Absence of vocational training has made the educated class 
almost unfit for productive work and banned them physically 
Money spent on primary edncation is a waste of expenditure 
inasmuch as what little is taught is soon forgotten and has little 
or no value in terms of the villages or cities Sneh advantage as is 
gained by the existmg system of education is not gamed by the 
chief taxpayer, hie children getting the least 

2 The course of primary education should he extended at least to seven 
j ears and should include the general knowledge gained up to the 
matnculation standard less English plus a substantial vocation 

3 For the all-round development of boys and girls all training should 
so far as possible be given through a profit peldmg vocation. In 
other words, vocations should serve a double purpose— to enable the 
pupil to pay for his tmtion through the products of his labour 
and at the same tune to develop the whole man or woman in him 
or her through the vocation learnt at school 

Land, buildings and equipment are not intended to be covered bj 
the proceeds of the pupil’s labonr 

All the processes of cotton, wool and eilk, commencing from gathering, 
cleaning guming (m the case of cotton), carding, spuming, sizing, 
warpmaking, cutting book hioding, cabinet makmg, toy making, 
gur making— are undonhted occupations that can easily be learnt 
and handled without much capital outlay 

This primary education should equip bojsand girls to cam their 
bread by the Stvte guaranteeing employment in the vocations learnt 
or bj buying their mannfactnrea at prices fixed by the State 
4 Higher education should be left to private enterprise and for meeting 
national requirements whether in the various industries, techmeal arts 
belles feffres or fine arta 
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The S>t^te Unneisitioa should be porelr oxamining bodies, self siippoiting 
tliron"li ilio fciis elia'tiPil forPTurunationa 

Universities will loot after the whole of the held of education and 
Will prepare and approve courbes oi shidiea lo the varions departments of 
education No private school should bo run without the previons svnctiOH 
of the respective UnivcrBities University charters should be given 
liberally to any hodj of persons of proved worth and mtepritj it bein? 
•Jvvuys understood that the Uuiversities vtriU not cost the State aiiytlnug 
except that it will bear the cost of running a Central Education Department 
The foregoing scheme does not absolve the State from running such 
seminaries as may be required for supplying Stats needs 
It IS claimed that il the whole scheme is accepted it will solve the 
question of the createsi concom to the State— the tramioc of its youth, its 
future znahera* 

According to Dr C R Reddj's analysis of the "Wardha Scheme 
(ft* his Presidmitml Address to tho All-India EMucational Con- 
feteacs held lu CakutUv in 19S9) there are “four big nomts' in 
GandLiji’a scheme ‘Firstly, that the State should lyithdraTV all 
support from higher education, including UniTorsity education, that 
private eorporatioiis should be chartered to carry on University 
education , aud that so far as Umven>ity education was concerned, 
the State should not treat il as asocial uecessily and, therefore, should 
spare itself the eapenses aud the care. Secondly, techuological 
studies and applied science should be left to be organized by the 
trades aud ludustnes concerned , they should become the function, 
as was tho caso in the early Middle Ages in Europe, of the guilds 
Thirdly, pnioary education should be made compulsory up to the 
14th year, and this education should bo of n peculiar typo, namely, 
self-supporting And fourthly, educated men and women should be 
conscripted to servo as teachers” 

The "Wardha Conference appointed a Committee under the 
presidentship of Dr Zatir Hu«am I have already quoted towards 
tV© c\os6 ott’aepretefuiiRbeLtiDii^b psyifadiogii-a’i, sooiai, eounoiiu- 
cal aud educational aspects of the ^T’anlha SuheniB as explamed 
by the Committee The CoinmiLtee agreed to the mam propasitzcms 
l-vid down by Gandhigi though they added thereon comments by 
way of elucidating some of the points that had a chance of causing 
misimderstanclmg The mam cnticisma have, of course, centred 
round tho idea that tho "Wardba Scheme should be self-supporting 


*Dart^a»i October 2, W37 



180 


ECONOMIC R1- CONSTROCTION or INDIA 


m character The Zakir Hiisain Committee attempted to clinch 
the i&iue by suggestiug that oven if the itherao were not self- 
supporting in any sense it shonld be accepted as a matter of sound 
educational policy and as an urgent measure of national reconstruc- 
tion’ They pointed out that modern educational thought is 
practically unanimous in commending the idea of educating children 
through some suitable frirm of prodnctive work and that this 
method is considered to be the most effective approach to the 
problem of providing an integral all sided education The cumeu 
lum IS to be spread over sB\en years as suggested by Gandhiji and 
■would include the followiBgsnbjeets — 

1 The Basic Craft such as spuMuns and weaving carpentry 
agriculture fruit and vegetable groniog leather work or any other craft 
for which local geographical conditions are favourable and which satisfies 
the cooditioQs mentioced above 

2 The mother tongue 

8 Mathematics including the tour simple rules the four compound 
rules fraction decimals Buie of Three use of the unitary method interest 
elements of mensuration practical geometry and the rudiments of 
book keeping 

4 Social studies including study o! world geography in outline 
with a fuller knowledge of India and Its relations Tilth other lands together 
with knowledge of social institutions public utility services training in 
citizenship and study of newspapers preferably brought out by the school 
community 

5 General science including Nature Study botany zoology 
physiology hygiene phj sical culture chemistry knowledge of stars stones 
of the great scientists and erplorere 

G Drawing 

7 Music 

8 Hmdusthani 

The Committee also recommondc<I a course of studies for the 
training of teachers which forms an important part of the Wardha 
Scheme Having regard to the ■vocational bias of the scheme of 
•t'huL'iii/iiTi by Ctmnnittes A is expected oi ateatVitT 

that he should have knowledge of the growing picking and card 
mg of cotton (or wool) spmnmg of yarn marking of warp, and 
also of the mechanics of the spuming wheel of the economics of 
village industry and elementary carpentry and he must have training 
m one of the basic crafts which form the curriculum of the school 
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Two further question's icmaui to be dv-cu'scrl wuh regaal to 
the Wardha Sclicrco One n.Utes to the question ot thr proper 
bchool ago and the other to thi. Question of the MlminiNtration of tin 
system of education as proposed in the scheme 

On the first question the scheme contemplates the ago ot entrj 
of a pupil to bo seven pins This has been criticised by manv Q& a 
rather l\to agoofciitri tor an elementary school Tho Zakir Husnu 
Committee however is eonseioua of the etlucattonal loiportancr ot 
the age three to seven of a chikl Th.05 write 

Wt realise 11101 hy fitma aeveu pli a as the nac for ihc miioJncl eii 
o! coRi) wlaorv evil tal on wo base Icftout asety I'nportcnt pei\o I of tUc 
cbiU s Ufa to be shaj m 1 a the mtlier infavour'blo surtonn lines of pooi 
iiUagQ homos undor tbo care of uneducated and mctiiTercnt {larents mostly 
Btripglirs agsmit inboatallc ciKumsUncea We feel very stronglj tie 
necoaiitj for sorao orgnonation of pro school edneation c.onrluc.tnd or 
supported by the Stuo for cliiMren between the ates of throe (lud ioven 
A paiziiiil eonasiouene-is of the realities of tho situation cliicfl} bnenejal 
prevonte us from real mg this recommoD'lation Wo are ntiTiois lioirerer 
that the State sho 1I1I not overlook its ultimate responsibility in the matter 
Wo are confident that il the scheme ol basic education suggested here 
with its inlimato rclution to home hie is firmb MtaMisl rd it. will go a 
long way lowaida htlpinu tho pre acbool child to get a bottw homo liainin^ 
tliRtt he now does It will uUo help considerably in the fiicat ’'■ork of 
ndult ediieation which 1 ill also hare to lie taken up in richt earnest it ro 
distant date 

Il Will thus bo seen that tho Zakir Husam Sohemo in so far as it dooa 
not pioviilo for tho pi epnrafion of the child for tho school is to that 
extent deftt.livo anti otit of tiiTift with modem practice Infant tho 
bcihemn underlines one of the gravest defects of the Indian system 
namely tho want of a system of pre pnmary ecliicatinn Much can 
in this respect ho learnt from the English and the American Nursery 
School lloacment This moremeot is a growth of the twentieth 
century though a near approach to the nursery school idea of the 
present century could be traced to the early yeard of the nineteenth 
century Tho efforts of pioneers like Foroebe! Julia Lloyd the Sisters 
K'lcliel and Kargarot MoWUHn Grace Owen Mana Montesson Helen 
Parkhurst and others have not been in vain and tliongh there have 
been variations in the movement cdncatiomsts are now agreed that 
the nursery school is a desirable adjunct to the national scheme 
of education It is oviclent that a correct scheme of educational 
planning must provide for a smtable scheme of oducation for 
61 



482 


EC0^01^C RECO^STBUCTION OF INDIA 


children up to tho age of seven pins and the new slogan should be 
— ‘ From Nursery School to University ’ • What is required m India 
IS that an association on tho lines of tho British Nursery School 
Association consisting of parents teachers and educationists should 
bo formed to orgamzo the movement and to draw up a plan for the 
education of the child between the ages of three and fourteen , 
needless to say, tho Wardha Scheme should he assimilated to this plan 

As regards tho question of administration the Zakir Husain 
Committee assumed tho existence of a Central Institute of National 
Education which should advise the provincial Boards of Education. 
The Provincial Board of Education should provide on its academic 
side for efficient staffs of educational experts This staff should 
carry on scientific research to fit the school cumculnm to the real 
life of tho people The Board should also guide the training of 
teachers and supemsors The Central Institute of National Educa- 
tion should be a non official organization while the provincial Boards 
are meant to be Governmental organizations The Central Institute, 
according to the Zakir Husain Committee, should be free from ad- 
ministrative responsibility and con«ist of persons eminent in the field 
of education as well as in other spheres of cultural activity Its 
function should be to give advice on matters of educational policy 
and practice to study and discuss the ideas and aims underlying 
educational efforts in India and outside and to make the result of 
this study available to all who are interested, to collect information, 
to organize research and to tssuo monographs and a magazine for 
educational workers 

The Committee in their letter to Gandhyi on the syllabus 
proposed for tho schools recommended by them argued that it should 
be possible for provincial Governments to put the scheme into 
full working order and to introduce compulsory and free universal 
education in the whole country m about 20 to 25 years’ time “What 
we suggest, ’ they explained is the drawing up of a kind of 20 
years plan to provide basic education and to liquidate illiteracy If 
this scheme is supplemented,” they add by some adequate system 
of adult education given through vanous agencies including the 
conscnption of school and college students for the purpose we have 

‘See Fnglith Nursery Sehocihy ThoebeTl CnscJen sometime Organizing 
Secretary Nursery School Association of Great Britain Chapters I and II 
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every hopo that withia that timo India -will have mado rapi'l strides 
towards the goal of a 100 per cent literacy ” 

Of tho Wardhft Schomo ns outlined nbovc, tlicro have been many 
criticisms Tims, Dr Heddyhaa vehemently criticised that part of 
tlio sclicmo which relates to the conscription of teachers and stndonts 
But ho has nothing better to offer, and so long os the financial 
difficulties remain and tho spirit of service not altogether deadened, 
some element of conscription should seem to bo necessary for tho 
realization within a mcnsumblo distance of time of tho ideal of freo 
and compulsory education of tho masses I have suggested jn an 
earlier chapter tho c'-tablishincnt of n Rural Education Commission 
which 13 to bo financed out of tho Kura! Development Fund This 
Commission, in tho scheme that I have in viow. and which I shall 
explain in the conchtding section of this chapter, wtl] somewhat 
oorrespond to the Central Institute of National Education recom- 
monded by the Zakir Husam ComroiVeo except to tho oitont that tho 
Cominission will primarily be concerned with tho typo of oducatiou 
that will bo required for tho rural areas In a sonso, haMOg regard 
to tho main ideas of tbo Watdha Scheme, that seem'* daotobotho 
primary function of tho Central IneUlulo In the sohome of educa- 
tion that I shall presently propose, tho Rural Education Commission 
will be one of the parts that must be made to fit into tho whole 
But It will be tho most imponant part as long as tho Indian teonomic 
system retains its predominantly rural bias 

Ono thing, however, does not appeal to the educatJonist as such 
and that is tho much-advertisoJ sell supporting character of tho 
Wardha Sohemo Apart from the fact that tho whole idea of mahing 
the education of the child an economic issue which is to bo solved by 
tho child and its teacher at tha pent of losing the benefits of educa- 
tion altogether is wholly repugnant to tho educational ideas of to-day. 
It involves too much of interference with tho normal flow of the 
economic life and perhaps presumes a good deal of the ability of the 
State to act as a mercantile agoat for the young learner I have not 
becnablo to work out the full cost of the IVardha Schoiae ofeducation 
to the nation if its self-supporting character wfcro withdrawn I have, 
however, suggested that it should bo possible to finance a scheme 
of free and compulsory education, on tho basis of the existing cost 
tor a total annual expcudituro of Rs, 30 crores As the scheme of 
plannine suggested in this volume assumes a thorough overhaul 
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of the national expenditure, it should not be difficult to find Ks 30 
crores for financing a national schemo of education out of existing 
roienucs, If however, for any reason it is found impossible to find 
this money, there would be perhaps no option but to try the "Wardha 
Scheme with its self supporting system 

§ & 

SECO\DAll\ rnrCATION 

Turning our attention now to secondary education we find that 
there are three types of schools m India, namely, the High Schools 
the Middle English Schools and the Middle Vernacular Schools Of 
the total number of secondary schools in India about half i“ contri- 
buted by Bengal Another characteristic of the Bengal system of 
secondary education is that while in other provinces the largo majo- 
rity of the schools are under public management, most of the schools 
m Bengal are under non-official management and control As long 
ago as 1^1 Sir Charles Wood had suggested the gradual withdrawal 
of the Government from direct responsibility for the conduct and 
maintenance of the mstitutions which they had established This 
view found support in the Beport of the Education Commission 
of 1882 lu Bengal, this policy of encouraging pnvate enterprise 
in the sphere of education has been more than fulfilled Of 
some 3000 secondary schools m Bengal a little over 100 are managed 
out of public or municipal funds Many of the schools under private 
management, however, receive, aids out of public funds Of the 
High Schools about half arc unaided 

The system of secondary education m the country discloses an 
absolute want of any plan From tbo point of view of location, school 
building cumculum and tbo personnel of the teachmg staff, the 
secondary schools in India betray an unintelligent and haphazard 
development The system docs not even appear to bo informed by 
a proper educational aim or policy Education is not thought of 
m this country as an instrument of social training or national wel- 
fare, far less as a means for the development of character It is treated 
rather as a channel for the machanical conveyance of vanous kinds of 
information relating to diverse subjects which could bo reproduced 
by the educantl without proper assimilation at the time of the 
examination There is hllle attempt to introduce or adapt modem 
educational practice m the orgamzation of school life or in the 
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pn paratiQQ of the ttimcnla Crammio^ of rote tooL'- and Lej- >x>oL5 
tales tL>' pUc- of real liar^uug ard the cuixiculan ‘•-nfFer- fren a 
U)rj mijcli acacltciic bia* Soch iBdi“p'“C'ahlc cleinpii'« of *chool 
oducatiou as pbj- ii.-al traimug gaiae« *coatinp cscDX'non. lehoratory 
work ^Na'iire ‘■taJt irainiDg m handicraft- -xbool of^p^ratiTe 
ocietK latL-ic anrl cho«lband and other orpanizat ions reprc'^nticp 
co-op‘T 2 tivc eilor* art totally lacking in the ‘■theme of edn'^tion 
ohtauiinB m iLt tour r> Ore of the rca'-cn for the faiiurc of the 
prt ent edncatiocal -7 *era uv terms of the nvodfnv vdcala of cduca 
ti*jn L. the v&nt of teacht.!-- tramed in the nrv cilucational idea® 
There arc at p-rcent harrllj two dozen ins*ttntion- in thr vhole 
country for the traiumg of teacher^ Vot tha' the conntry ‘■■afiers 
from lack of nitahh raat/nal in the teaching prof® ion what th® 
coontry lacks are the facilities for the training of teachers on modem 
lines As the Hartog Cocimittce hare oh«'Trc-d Of the gen'^ral 
fjcellencc of the ma'enal in Indian -econdarj echooL. for boy 
tho»o of Hi who hare lirctJ to the cotmtry can sp^ak with confidence 
The material howerer reijotrea «ifting and inci *enco oa proper 
selection of pnpda for admisnon and retMtion ls e «entiak if crare 
wanewtobearoukd and goo*! "nandaTils are to be mamtamed' 
The wi tage m secondary edncation u part cnlarly evident at tho 
SlatncnlauoQ stage Only about 2 oat of 5 boys in the JIatncala 
ticin ela'' of the Bengal seboob actaally po,'? the eramination 
T/hich sogge-ts tha'^ about CO p»»r cent of tho #• who art in th® 
Matnculation cla‘*cs are unfit to b*’ (here It is al-o on record that 
about 40 per c^’iit of the s'adentis who pa's thf examiaatiou do not 
ent®r the Umrersity «=o that the Matncolation is '■‘ill the natural 
tcnninu^j for the educational career of 75 p'T cen* of the 'tudeuts 
who read m the Illatncalatioit cla^s m the High SchooL This 
wastage at the ^lotni-ulatioo s^age cames itj o'~n le^ on.® ou® of 
which IS tba‘ the Hatnculation syllabuo is •"•astod in the ca=® of 
thA maj.acO.’s oC tia Wy® t*. Sa. bnvi. tiaA, *Ast. t'xs-'mp’A'S 
cotmtn®s can give us some goulanc® Th® fact has already b^'en 
notod that in most of the advanced countries of the We-* a dcSiut'- 
relationship has been estabLshed between the educational system 
and the vocational or technical n'^eds and that employment is '*ill 
regarded excepting for tho ftr* who are qualifiod enough to enter 
the University stage as the aim and object of secondary education 
Tho, the Sapra Committe^'onDhcmployiaent in the United Province^ 
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have foiind from a btudy of tho foreign educational systems that 
nearly everywhere tho problem of education is viewed along with 
the problem of employment, and that tho governments of those 
countries have tried and are trsung to deal with the problem of 
unemployment at its source, namely, by reforming education in its 
earliest stages — primary and secondary — and by making suitoblo 
provision for the proper equipment of young persons for the struggle 
of life * The Committee, m fact, were convinced that ‘ the essontiah. 
of the problem m India he m re-orgamzing our entire educational 
system so as to equip our young men with knowledge which may 
enable them to become useful economic units of tho nation and 
cf&cient citizens "t The main deficiency of tho existing system is that 
tho natural termination of the secondary stage of education is tho 
Matriculation and tho Matnculation in India leads up logically 
without any break, for all tlio«6 who want it and can pay for it, to 
the post graduate degree oicept for those who hove branched off 
into one or tho other of the learned professions The whole 55 stem 
suffers from an over emphasis of the cultural aspect on tho one hand 
and an absolute lack of consideration for those who fail to reach up 
to the cultural standard on the other 

§G 

UNIVERSITir EPtemON 

Just as there seems to be m the Indian educational sjstem an 
over-emphasis of the cultural or academic aspect, there is also a real 
danger that m criticizing the cultural aspect ono might lose sight of 
tho fundamentals of an educational system To re-organize the 
educational system does not necessarily involve a belittling of 
its cultural aspect There is a common hehef in India that there is 
a craze for higher or University education Tho belief appears 
to be a mistaken one The total number of students in the Univer- 
sities of India does not exceed the total number of students in British 
Universities The point of the comparison would bo more clear 
when the size of India is compared to that of the United Kingdom 
Further tho fact has already been mentioned that 75 per cent of 
those who are in the Matnculahon class do not proceed to the 

‘report of the U P UnempIoyTiKiit Committee 1935 p 209 
p 219 
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University Finally, if the number of those who ha%o received 
higher education in India. IS considered as a percentage of the total 
population, the figure would not suggest that India is suffering 
from an over-dose of higher edneahon 

There la no doubt that during recent 5 ears tlioru has been 
a rapid e-^pansion of University education A-bout a dozen Univer- 
sities have been established smeo 1916, in addition to tlie evisting ones 
In spite of the movement towards “emtary’ teaching Universities, 
as distinguished from “affiliating’ Universities, tho number of Arts 
Colleges affiliated to Dniversities increased from 122 m 1922 to 232 in 
1927 and the students enroDed in them from 4 54 770 to 6,54,911 
It is evident that the complete replacement of affiliating Universities 
by unitary Universities is not, as matters stand now, a practical 
proposition The total number of unitary Universities m India is 
at present 7 but the total number of students in them is less than 
half the number in the CalcaUa University alone which is soon ejt- 
picted to reach the colossal figure of 00,000 The unitary UniverBities 
are somowhal expensive mstitulioiis uud the cost per pupil is 
particularly high for a poor country like India In tbo case of most 
of the \Vesteni and Amoacau Universities it is tho zaumficejice of 
private patrons of learning that have been responsible for a great part 
of tho Bustenauce of those Universities In India tho tradition persists 
of looking up to the Government for wbatevor educational assistance 
that may be retiuired Though pavate generosity has contributed 
handsomely to the maintenance of not a few Universities la India 
tho proportion ot tho cost borno by the public exchequer 15 still 
unusually high for most of tho Universities 

A University should bo moro than anything else a centre of 
research, of advancciBcnfc of learning But on ecconnt of the general 
poverty of tho Indian tax-payer, few Univorsities can offer tho 
luxury of resoaroh departments that do not oppear to command 
any immediately utilitarian aspect Whero the up kcop of a Univer- 
sity depends mostly on the fees obtained from students and on 
such assistance as the government may favour them with, it is idle 
to oxpGct that under such circumstances, tho University could 
become true to its functions and be a centre for higher research 
The hulk of the teaching staff are usually under-paid and 
over-worked , they have in most cases to depend upon work 
outsido of their college horns for sapplementing their incotnes The 
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TJmveraity Professors or Holders ol eadowed chairs are m a 
better position, but few Universities can yet afford the cost of opening 
Departments which cannot be made self-sufficient from the fees 
obtained from the students belonging to that Department 

There is no uniformity of practice as to the exact stage at 
which entry to the University is permissible That the University 
course should bo pre-eminently a degree or post-graduate course 
admits of no differences of opinion In our country, however, the 
University stage commences immediately after Matnculation except 
where a semi-independent Board has been established for the 
control of what wo may describe as Intermediate Education — a fact 
which, so far as I know, 13 unknown to European systems If 18 is 
to be accepted as a critical age in the educational system, it wonld 
be proper to take the Intermediate course out of the hands of the 
University, leaving the University free to devote itself to post- 
graduate work and research The recent practice seems to be to set 
up a common Board for Secondary and Intermediate Education 
Among the big Universities, the University of Calcutta still 
controls the entire coarse of education from the Intermediate stage 
upwards Even the Matriculation examination is conducted by 
the University which has given nse to certam anomalies The 
University grants affiliation to its constituent schools and through 
such affiliation exercises a measure of control over the secondary 
schools At the same time tho Department of Public Instruction 
also exercises control over tho schools, more particularly over tho 
Government and aided schools thus leadmg to the phenomena of a 
dyarclucal system of control This is not a very happy state of 
things It IS understood that the Government of Bengal have 
already framed a scheme whereby the system of secondary education 
will be placed under tho unitary control of a Board to be set up 
for the purpose The University have already accepted the pnnciple 
of a separate Board for the control of secondary education subject to 
certam conditions But there is a good deal of differences of opinion 
as to the exact form of the Board on. the one hand and the extent of 
its functions on tho other Educational opinion wants an autonomous 
Board whereas the Government of Bengal appear to have other ideas 
on the subject It is evident that as the Matriculation and the 
Intermediate examinations provido the bulk of the fee income of the 
University which enables itto finance avanetyof research programmes 
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ancl to maintain fha post-gradnata dopartmonts, the question of 
handing over the control oi those examinations to a separate Board is 
beset with initial difficulties of a formidable nature Yet the conclusion 
IS irresistible that under the present system there is a good deal of 
confusion of issues and ideas on account of tho absence of a proper 
demarcation of University ivorL A coilipleto rationalization of the 
sjstenv of education will have to take note of the need for a proper 
assignment of tho different stages of education to different but 
appropriate authorities 

§ 7 

EDUCAHOVAL ElE-OEOASIZATlOV 

"We are now in a position to gathor up tho strands of thoughts 
that have been expressed in the preceding scotions and to weave 
theio into a composite pattern of a national edueatienal policy Tho 
main ideas of the pattern can bo sot forth briefly as follows 

(i) Pie-Pinmaiii Stage This stage should be under the super- 
vision. of a purely noti-official organization formed on the lines of 
the British Nursery School Association cousisting of experts and 
represontati\cs of such social institutions as the Children's Fresh 
Air and Excursion Society, Society for the Protection of Obildren, 
Magistrates of the .Tnvenile Courts etc The scope of the nursery 
school idea should bo sufdcieiitly wide to inolade problems of health, 
nutrition, recreations and the like The Associations should be formed 
on a provincial basis 

(it) F)imniii Stage 'J'ha imnimum age of entry of a pupil 
to a primary school should bo fir«d at 6 and the course should extend 
over 6 years The method of education should combine both the 
class and the pupil as teaching units, that is, a combination of tho 
older methods of teaching with the new The "Wardha Scheme may 
he adapted to secure this purpose accordingly In other words, 
the course of pnmarj education should bo hinited to 6 years instead 
of 7 , this would enable a quicker adjustmei. of the existing system 
to the new method A period of 2 jears may be added in the case 
of those pupils who may not go to a secondary school for 
the teaching of a particular vocation The organization which 
should bo placed m charge of this scheme should preferably bo the 
Rural Education Commission The Commission as already indicated 
will also be concerned with the organization of adult education in 
G2 
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the rural areas* The aim should be to liquidate illiteracy by a 
double frontal attach — attack on the illiteracy of the child as ttcU 
as on that of the adult. It should be the aim of the organization to 
achieve the liquidation of illiteracy uuthm a penod say, 20 years 

Secondary Stage • — The minimum age of entry to the 
secondary school should be fixed at 10, the ago for Matriculation 
being fixed at 15 The vocational bias of education should not bo 
discontinued at this stage On the contrary, the experience of other 
countnes suggests that the education to be imparted at this stage 
should be predominantly vocational in character The syllabus of 
study should offer a large number of alternative courses of study 
suited to the aptitudes of the different kinds of pupils A number of 
compulsory subjects of cultural intere‘tt must, however, be retained 
in all the courses of studies The«e subjects should include English 
literature, Indian and European hi«tory, mathematics geography, 
one of the fine arts and elementary science together with sometraining 
in citizenship As m the case of the primary stage, the course must 
be supplemented by a two years’ apprenticeship in «ome recognised 
trade or vocation, so that at the age of 18 the student will be fully 
qualified to enter upon the occupation he has ^elected Those of the 
students, however, who wish to qualify for a University course need 
not take the apprenticeship course at the end of the secondary stage, 
but proceed straight to the University for the degree course The 
Intermediate course in Arts and Science may be abolished The entire 
stage of secondary educabon should be under tho control of a statu- 
tory but autonomous Board which should have an advisory body 
associated with it for the purpose of guidiug vocational education 

(tv) UmiersiUj Stage —The University stage should consist of 
a degree course supplemented by a post graduate course The 
degree course should be extended to cover a period of 3 years while 
the post graduate course should consist of a special research subject 
to which only students who have taken np Honours in that subject 
for their degree course and have been duly certified as to their fitness 
should be admitted. A laxsa u.nnLhac nt e.v/i 

should be made available for meritorious students in every subject 
offered in the post-graduate course 

(tj Professional Courses — Such specialized courses as Law, 
•See ante, Cbap, XVI § 3 
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Medicine Enirmeennfr etc should he under the control of pro 
fe^sional organizations or faculties The respective syllabuses courses 
of studies qualifications of teachers period of study etc should be 
decided bi these organizations urhich should be competent to award 
diplomas or felloivships in their respective faculties 

fiij r/e Nnhonn/ Cottnnf o/ixfuca/ion — This Council should 
be tho parent orgaaization to which all other educational orgamza 
tions “should ho affiliated The hur«ery School Association the Rural 
Education Commi''sion the Secondary Education Board and the 
different Universities and professional faculties should all be subject 
to the general supervision ot the National Council The Council 
should not be so much an executive body fis a directn e orgamzaiion 
It should bo composed of emineot educationists and at least 2 
representatn ee of each of the organizations affiliated to it The 
deliberations ol the National Council should aim at achieving co 
oidination hy a mutual exchange of ideas and experiences It 
IS intended that the organizations which ere affiliated to the 
parent body should be formed on a provincial basts It is also desirable 
that the different proimcml organizations should annually meet m a 
conference to take a periodical stock of ideas except m the case 
of the Rural Education Commission which should be a standing 
organization formed on an AJI India basis but which should work 
through provincial agencies This Commission would be snbjeet on 
thfl academic side to the control of the National Council of iHucation 
and on its financial sidn to that of the 'Rural ‘Development Trust 

It will be found from the brief description given above that a 
thorough re organization of tbo educational system is postulated for 
reconstructing tho educational system at present obtaining The 
educational needs of the preecnt ago nro different from tho&e that 
were feit by our predece-^sors It is generally agreed that the piesenl 
system of education has grown out of date andnothing hut a thorough 
overhauling of the present system, can make it conform to the 
edaciitional needs and aspirations of the present age lu any case 
the reform suggested above is necessanls of a tentative character and 
IS intended more to convey certain broad ideas of reconstruction than 
to give a cut and dried «cheme of educational reconstruction 

Finance — A word may be said about the question offinance The 
scheme that has been suggested above assumes the de proi'Uicializatiou 
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of the schools and colleges Tho present anomaly under which, as m 
Bengal, a few schools and colleges are able to pay handsome salanes to 
their teaching staff and to offer generous facilities by way of laboratory 
and library equipments as well as opportunities for games and physical 
exercises while others are compelled to drag on from year to year 
on a level of absolute poverty with a miserably paid teaching staff 
and with students who are only given a semblance of education 
has been allowed to exist for an intolerably long time This anomaly 
must be corrected, not by levelling down the favoured institutions 
but by levelling up the conditions prevailing in less fortunate 
institutions The Government shonld release themselves from all direct 
responsibility for directing the educational progress of the country but 
must undertake the full financial responsibility for organizing a rational 
and adequate system of education for the country In our country, 
these duties have been erroneously thought to be inseparable Tho 
responsibility of the Government should be particularly obligatory m 
the case of University education which from its very nature can never 
be expected to be self supporting A fundamental part of the new 
scheme should be the multiplication of tho facilities for the traming 
of teachers This, too is a task of so much national importance that 
the Government should forthwith assume the full financial liability 
for establishing such institutions for thetraining of teachers as may be 
required according to the needs of the particular provinces concerned 
Vacation courses or ‘ refresher” courses such as those that are offered 
by the University of Calcutta should also form an integral part of the 
scheme for the training of teachers 

Examinations — A few remarks may be, lastly addressed on the 
role that examinations play, or rather, ought to play, in a well-ordered 
scheme of education Modem educational theories are absolutely 
against the system of examinations as it obtains to day, most parti- 
cularly against what is caUed the system of external examinations 
“Inspite of the incessant wail against them for the best part of a 
century’ says Sir John Adams, sometime Professor of Education in 
the University of London, externa] examinations still remain in their 
unwarranted and hurtful position as the dominant influence in 
education of all grades Nothing of vital importance can bo done in 
tho way of reforming educational methods till this incubus has been 
removed Even the Board of Education in England has, as Sir John 
•Adams Modern DetelopmenUtnEdueahonal Practice p 19 
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teiamd'' set itself to reduce the total amoant of esammatioa u-grk 
to be demanded from the ntipils and has m fact reached the stage 
that only two exarainatjon^s are «b olntely necessary for the ordinary 
pupil tating & complete eehool course ending at eighteen- In the 
scheme that I hare suggested the number of esaminatioiis will at 
least be rednced by the remoral of the Intermediate examination 
and by the institution of a res'=*arch degree for the poT graduate 
course There u of course much to be «3id for the new that all 
ciaramations should be abolished excep these that may be required 
for profesuonal or mdostnal purpo e and that the system of exami 
nations should be replaced by the system of inspection. Tills in 
other word? amounts to the new that the educational authorities 
should he concerned only with salufying thcxaselres that a particular 
school winch sends up pnpiU for the next higher stage of edncation 
IS working on sound principles is adequately etafl’ed and equipped 
and IS teaching the subjects that meet the needs of society 
Students sent up by such schools should be treated as qualified either 
to enter the CTniversities or to take up wbaterer ftmction they may 
de-irc to follow without any further examination on school subjects 
It IS emdeut that m a country like India we shall hare to proceed 
very cautiously Syaminatious appear to have a traditional attraction 
for CTcrybody concerned teachers as well as the taught edncatioual 
ftuthontw"' parents and guardian'^ employers The best cour«e would 
be to keep down the number of examinations to the mimmuzn to extend 
the tutorial system where neces ary and to grant certificates which 
must be produced ss a condition either for promotion to tho next 
higher class or for admission to an examination at the end of tho 
academic course Sound methods of teaching should be encouraged by 
means of frequent inspections It is also nece«ary that in order to 
develop the persona! relations between the teachers and the taught the 
House System should be given a trial but it is essential before 
the system ls mtrodneed that it should be free from any suspicions 
of a political nature The highest kind of education it must be 
remembered is that which is derived from the personal and mtiraate 
relationship that should exist between tbe teacher and the 
taught 
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